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This report disclosis that, since the pabaage of 
Public Law 874 in 1950, about 2,000 districts or 20 pircent of all 
districts receiving intitlement under the law in 1952=64 experienced 
soiTie federal installation phaseouts. The study indicates that only In 
a small percentage of these aidtricts were the effects of the 
phaseout sufficient to cause financial probleniSi furtherniOre, moot of 
these districts experienced only slight problenis of short duration, 
The report notes that, in a study of those 45 districts most affected 
by phasiouti, few had severe financial problenis. The report also 
examines proposed legislation dealing with the pnaseout problem in 
school districts. A related document" is 004 834, (JF) 
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"rev e n u e p r o 1) 1 cm b tend to a iM. s c with a decline in 
ADA , whereas expandi ture problems tend to arise if 
ADA does no t dec 1 ine . " 
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expenditure problems tend to arise with a decline 
in ADA J whereas revenue problems tend to arise if 
ADA does not decline . " 
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Salumj Oregon; and Jame&i Guthrio, Jamas Kelly, and Conrad Potter, all oi 
the School oi Education at Staniord University, 
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I INTRODUCTION 



Foderal luytallnlion Phasc-Outs 



Since th(^ uarly 1350b, more than 1,000 recleral installLitions have 
boGii "phast3f"i out"--closeci downj reducod In forciij or consollciated. Al= 
though most oC thcBo installations wure military, there vvere also nonmill- 
tary ones, mch iiy VA hospitals, fedGral prigons, and AEC facilities. As 
a redulc of the phase-out of military installations from 1961 to July 19G'l 
alono, 32,921 civilian and 52,913 military po^ilionH were eliminated. 
Schools were directly affectod through the resulting changes iii the status 
and locatirjn oi children. 

In Novomber 1964, the DeparUment of Defense announced new phase-outs, 
scheduled over varying periods up to 10 years , of some 80 relatively largo 
domestic installation... It if-^ estimated that 34,900 and 28,500 civilian 
Jobs will be eliininated. Considerable attention h been drawn to th^^so 
phase^outs because of their magnitude and the significant general economic 
effect they might have, The phase-outs announced in November 1964 are not 
likely tu be the last ones, military and nonmllitary, that will occur in 
the next several years. 



Community and School District Impact and PL_874 and 815 

Communities are affected by the presence of federal instrillations and 
therefore by changes in the level of acfcivity at tliese installations. 
Churches, schools, highways, utilities, recreation centorsj and other 
facilities are built and.staffedj to serve employees of such federal in^ 
stallations and their fainilies. Although a reduction in rederal activity 
may create many problems for local governments and private citizens, only 
education receives specific reimbursement from the federal government for 
financial taurdens imposed by the presGnce of fed^aral installations. 
PL 874 and 815 are the laws under which the federal government recognizes 
an obligation to relieve cost burdens imposed on school districts by fed- 
eral activity, ^ 



* Memorandum for the President from the Secretary of Defense, Washing- 
ton, D.C, Octobei;- 8j 1964. 

t Memorandum for the Select Advisory Committee to the Secretary of De- 
fense from the Office of the Assistant Secretary of Defense, Washings 
ton 25, D.C, December 7, 1964. 

* See SRI , Entitlements for Faderally Affected School Districts Unde r 
PL 874 and 815 , Vols, 1^2, Menlo Park, California. 1965T~ 
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The existing PL S74 iQgiylation contains two provi^^ions to compeii- 
satQ school dijstriyls for problems rcyulLing from phnbing out federal 
installations: (1) a district in which federally connected Gnrollment 
falls below tho threshold required lor oligibllity (usually 3 percent ol 
total ADA) may stay in cha program for an additionai two \Gars; and (2) a . 
district which incurs expenBes for a cortain number of federally connectGd 
pupilSj and cannot roasonabiy reduce these oxpenses commensurote with a 
suddon substantial reduction in thif^ numbor, may bo given additional com- 
pQiisation by the Commissioner of Educntlon. 

Need for and Objectives of the Pre^jent Study 

Federal installation phase-^outs can have a number of adverse impacts 
upon school di^trict^. These are discussed in detail in tne report; ex- 
amples are: (1) negative ef^ects on local economic activity, causing a 
significant shrinking of the tax base, and (2) transrer of employees who 
leave their families behind, requiring the affected district to educate 
tho children without the assistance of federal payments under PL 874. 

Decauso of these adverse impacts, there may be a rationale lor assis- 
tance to school districts affected by federal installation phase-outs. 
The first objective of the present study is to determine the extent to 
which such phase-outs have created financial problems for school districts, 
A second objective is to evaluate existing and proposed federal legisla- 
tion dealing with traiisitlonal aid for schools affected by phase-outs, and 
to suggest the general guidelines that such legislation shculd include. 
The pi^oposed legislation evaluated in this study was submitted to Stanford 
Research Institute by the U,S. Office Of Education, 

The analysis is based primorily upon ciuantitative ciata on student 
attendance and finances, obtained from the U.S, Office of Education for 
about 1,000 affected school districts, and additional data obtained for 
about 80 of these school districts by phone, mallj and personal visits. 
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II CONCLUSIONS AND RECOADVIENDATIONS 

ThQ Qiie^Lion oT Fudury^^ Responsibility PhaHo-Oul EfructH 

Tho H3gnii:icant reduction in rorce from the phase-out ol: a redGrril 
inBtallation can croato many problGmB for a commuiiity. Only those prob= 
lumH that □i'lect publiy education are eonfeidered relevant to this study; 
oth.c^r problems^ Kuch as unemployment ^ are considered only to the oxtunt 
that thoy alfoct a school district's ability to finance education* 

A previouj!5 study ol PL 874 by the Instituto has shown that where 
the federal govarnmont has an installation on tax exempt lands ^ it has 
an obligation to pay school districts for the education of pupils who 
reside j or whose parent works ^ on these lands,* But when such installa-^ 
tions are phased out^ no similar cleal^-cut obligation can be demonstrated 
for payment to districts experiencing phase=out, Two extreme views are 
(1) the government has no responsibility whatever for the phase-out 
effects on the community^ and (2) the government is obligated in perpe- 
tuity to support a pre^phaso-out level of educntion per pupil, A reason- 
able cqmproniise to these conflicting views is that tjie federal government 
should make payments for a transitional period to assist the school dis- 
trict in moving from one level of revenue and eKpenditure to another^ or 
to provide relief fur temporary losses in revenue, It is also equally 
reasonable that the federal government should assume only a portion of 
the transitional costs ^ and that state and local agencies will share in 
these costs. 

Effect of Past Phase-Outs on School Districts 

Since the passage of PL ?74 in 1950, about 2,000 school districts, 
or 20 percent of all districta receiving entitlement under the law in the 
period 1952-64 j have experienced some federal installation phase-out (in- 
cluding both complete closings and significant reductions in force). Our 
study shews that In only a small percent of these districts could the 
effects of the phase-rut have been sufficient to create financial prob- 
lems, III a stratified random sample of 722 of these districts, 56 per- 
cent experienced net entitlement declines that were less than 6 percent 
of total current expenses of education (TCE) -^-about one year's normal 
Increase in pupil expenditures. In about 60 parcent of the districts 
experiencing some decline in uotal average daily attendance (ADA) because 



* See SRI report. Entitlements for Federally Affacted Sch ool Districts 
Under PL 874 and 815, Menfo Park^ California , 1965. ~ 



of phase-out, the decline was shortly followed by a i^ise, indicating the 
temporary nature of the problem for those districts. 

There were several reasons why the past phase-outs generally did not 
cause a decline in entitlements, or a decline in pupils, of sufficient 
magnitude to create financial problems for school districts: 

1, Most installations phased out were relatively small and affected 
few people* 

2, Most school disti'icts I'eceived only e small proportion of their 
revenues fi^om PL 874, 

3, Most districts had federally connected pupils attached to several 
installations, and hence phasing out any one installation did not 
eliminate all of the district's entitlement. The impact was fur-- 
ther mitigated in this situation by the tendency of the local con- 
tribution rate (LCR) for PL 874 payment to rise substantially, 

4, Most of the larger installations that were phased out had their 
pupils attending schools in a large number of school districts,' 
so that the Impact was dispersed* 

5, In many areas when a phase-out occuri'ed, the expansion of other 
federal facilities neutralized the effect of the phase^out. 

6, Even where a potential problem did arise because of significant 
decline in entitlement, there were factors making it relatively 
easy for the state and local governments to compensate for the 
loss of entitlement* These factors are discussed in the follow^ 
ing section. 

Financial Problems of School Districts Experiencing Phase-Out 

In addition to the overall study of several hundred school districts^ 
we made a study in depth of 45 school districts, representing those most 
affected by the phase-outs* This study showed that even in this group of 
45 most affected districts, relatively few had severe financial problems. 
Eight of the districts experienced declines in total revenue per ADA j 
and another 27 had declines in net entitlement which would have resulted 
in declines in revenue per ADA, except that revenue receipts from state 
and local sources increased sufficiently to prevent the potential problem 
from being actualized* Sixteen of the 45 districts had eKpenditure pi'^ob- 
lonis-^meaning that revenues and ADA declined, but that expenditUi^es for 
education could not be reduccJ sufficiently to prevent a rise in costs per 
pupil . 

The analy^iB preaentud in Chapters 111, IV, and V suggests certain 
conclusicins concerning the causes, extent^ and duration of financial 
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problems that can ho e^imcted to ariie in school diMtricts lacing the 
phasQ-out of a federal in^tni;; ati on: 

1, A potential revenue problem (i.e., a decline in total revenue 
per pupil) can be expected whenever the decline in entitlement 
under PL 874 is not motched by a corresponding decline in total 
ADA"that is, when the pupils that ware previously federally con- 
nected do not leave the district 4 But this potential revenue 
problem may not become actual. 

2. The potential revenue problem will usually not become an actual 
problem to the district, mainly because of increases in stote 
aid and local property tax receipts. State govei^nments hav«3 been 
increasing their shai-e of financial support for education^ and 
increases in state aid per pupil will be a major factor in help^ 
ing districts through the transition period. In urban districts 
especially^ there has been a general upward movement in assessed 
values and in tax rates. These can be expected to be responsive 
to declines in other revenue sources , helping to ease the tran- 
sition, Thus^ only a minority of districts facing potential 
revenue probleins will experience actual problems, and these prob- 
lems will seldon be large, 

3. ^ Although declinGS in total ADA tend to preclude revenue problems j 

many districts can be expected to have expenditure problems — i.e*^ 
tho^e resulting from an_ inability to reduce costs of education. 
While these problems may often be severe, they will also tend to 
be of short durotion — Heldoni more than two years. 

4. SevGre debt service problems will seldom arisen because debt 
service is usually only a small proporuion of total costs. A 
significont: debt service problem will arise only under a unique 
combination of circumst ancQS=-recent cbnstruction without PL B15 
assistance j and largta clecline in total revenue due to phase-out, 
either unaccompanied by a decline in ADA or by a decline in cur- 
rent expenses of eduoetjon* 

5, The problems can genera lly be expectea to emerge in the year in 
which the phase-out occurs; that is, significant time lags are 
not an t i c i pa t ed . 

6, The factors that can be expected to contribute to the emergence 
of financial pi'oblems are shown in Table 1* 



Relation between Past and Future Problems Resulting from Phase-Out = 

Investigation as to whether our cone] unions about past phase^outs 
will hold true for future phase-outs is beyond the scope of this study. 
An indication, howevers that future phase-^outs will not differ signifi- 
cantly from past ones is provided by the recent phase-out of the Schill- 
ing Air Force Base and the resultant problems in the Salina, Kansas, 
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School DiBtricL, The followim^ paragraph presents the findings lii this 
casej which i.^ lully discussed in Appendix C. 

Prior to the Schilling phase-out, fedGral ADA was 31 percent of total 
ADA in Salina, Gorrespondlng to an average of 34 percent for the 45 sample 
districts analyzed in our study. Net entitlement in Salina school dis- 
tricts is expected to decline from 15 percent to 2 percent of TCE in a 
two-year pariod, and 10 of the 43 districts in our study experienced an- 
nual decline.^ ol' this praportlon, It Is estimated that the ratio of the 
decline in federal pupils (3(a) + 1/2 3(b)) to thy decline in total ADA 
will be about 0.87. According to our analysis, no revenua problem should 
arise under this condition, and in fact no revenue problems are arising , 
in Salina. Assessed property values are declining somewhat in total, but 
are Increasing on a per pupil basis. There has been a moderate expendi- = 
ture problem^ because costs could not be reduced as rapidly as the declint 
in ADA. At least two districts in our sample reflect similar problem 
struCtures-^California , SAFA#189, and Texas, SAFA#453 . 

Conclusions and Recommendation s Regarding Legislation 

As shown in Chapter V, inany school administrators are confused by 
the existing legislation and do not know how to pi'oceed after a phase-out 
occurs in their disti^icts. Part of the reason is that existing legisla- 
tion contains emphasis on special cases or atypleol cases, without includ- 
ing basic principles that can be applied in the gr-eat majority of cases. 
Proposed legislation^ as will be seeuj is little better. 

The following list of basic principles may be used as guidelines for 
legislation dealing with the phnse--out problem in school districts. 

1- Transi tion principle . The overall principle is the fundamental 
assuiiiption that the payments to school districts should ease the 
financial strains of phase-out during the period of transition 
from one pattern of attendance and revenue to another. The 
Office of Education is assumed not to take responsibility for 
permanent subsidies to school districts, no matter what the 
economj c plight of t e ai-ea may b© , sinner such responsibility 
belongs to other governmental functions. 

2, Duration principle / Arising from the transition principle, the 
duration pj-inclple states that the transition period must have 

a reasonable limit--neither too short nor too long. If too 
short j the federal aid is inadequate , and if too long, the fed^ 
oral aid discourages reasonable local effort to make the tran^ 
sition. A duration of 3 years will cover the great majority of 
phase-out cases, 

3. Problem definition principle , The financiel problem due to 
phase--out should be defined more concretely- -as ei ther a revenue 
problem, or an eKpenditure problem. That is, transitional fi- 
nancial problems may arise for school disti^icts either because 
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there is a decline in revenues without a decline in pupils (a 
i-evenue problem) , or there is a declin© in revenues and pupils, 
without a correspondihg decline in costs of education (an expen- 
diture problem) , Since it is shown in Chapter V that state aid 
payments and. property tax revenues do not usually decline in 
responsa to a phase-out, the decline in revenue may be directly 
related to qhanges in net entitl»?ment u.ider Sections 3 and 4 of 
* PL 874, With regard to changes in ADA, the revenue and expendi- 
ture problems may be viewed as two ends of a seesaw: revenue 
problems tend to arise with a decline in ADAj whereas expenditure 
pi^oblems tend to arise if ADA does not decline, ThuSj in devis= 
ing legislation, one should consider chonges in net entitlement, 
without concern to whether pupils remain in the district, or 
leave. 

4. Principle of nonfederal ald p Althoufh the recomineiided solution 
to the tranHitlonal problem is to compensate affected districts 
for Hscllnes in net gntitlementi our study has shown that under 
mosE circumstances, increases in state and/or local revenues 
will occur to prevent actual I'evenue problems from ari? ing* 
Since the federal aid, proposed or existing, should be transitory, 
it is reasonable to expect state and local governments to con-- ^ 
tinue to assist in preventing or lessening the declines in rev- 
enue per pupil, and to take steps to reduce excess costs as soon 
as possible. There is no research that can precisely determine 
how much of the transitional cost should be borne each year by 
state and local government s^ but a reasonable figure will be §ug^ 
gested in a later section. 

5. Absorption principle . This principle combines the foregoing 
prinqipies Into a. formula that can elimlnato inost special or 
atypical cases, and standardize the procedures for determining 
payments. Basically, the principle uses the economic fact that 
per pupil costs of education have been increasing at a rate of 
3-6 percent per year,* Since this increase has been covered by 
local and state governments in the past, a total decline in 
entitlement equal to 3 percent or 6 percent of total current 
.expenses of education should be absorbable by most districts, 
without recourse to federal aid. Twenty-eight of the 33 dis- 
tricts in our sample which had potential revenue problems real- 
ized annual state and local revenue increases at the 5-6 percent 
level or higher. On the other hand, a few districts (rural dis-- 
tricts with poor tax base) would find it difficult to realize 
such revenue increases; therefore a lower absorption rate may be 
used. 



The average annual increase in current expenses of education per ADA 
during the period 1950-63 was 5*8 percent (U*S, Office of Education, 
Digest of Educational Statistics , Edition 1956 to 1964; and Biennial 
Survey of Education in the United States ) , 
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Analysis of Exist lug Legialat 1dii__o|i Phase-OiiL Eilects 

ExisUtng Idgislntioii pertaining to the effects of phase^outs on 
school districts is contained in Section 3(f) of PL 874 and in tho Purtell 
Amendment to this law, 

St^ctlon 3(f) 

Section 3(1;') gives the Cominissioner of Education wide discretionary 
authority Co provide raasonable compensotion in cases of significant 
impact of fedei-al installation phase=outs on school districts. On the 
□urface. Section 3Cf) appears to offer a solution for alinost all problems 
. ising froiii a fodei'al installation phase-out. Most school officials con- 
tacted during our field visits felt that treatment of claims under 3(f) 
were just and reason ably liberal. 

Yet in practice, Section 3(f) falls considerably short of theoreticol 
comprehunsi veness . The Impoi'tant limitations of Section 3(f) are that it 
applies only to the year of phase-^out (no duration principle) j and applies 
only when tliere haa not been I'easonable forewarning (a special case). A 
major phase-out could cause problems extending beyond the single year when 
phase-out occurs. Severe economic dislocation may cause loca? revenues 
to decline, creating, a revenue problem in excess of the decline in entitle-- 
mont. The problem Ci'eated by lack of forewarning can be better handled 
by more st andai'dized procedures, as will be shown subsequently, 

Thci Pur tell Ameiidment 



TliG Pur tell Ameiidment is designed mainly to solv^e the problems of 
lorge iirban school systems . Howevor, such school systems represent a 
^mall fraction of the total number that are affected or could be affected 
by reductions in federal acLivity, The limitation of the pLirtell Amend^ 
inent is that it is desigiied basicallj^ to deal with problems caused b}'* 
losses in federal ADA over a narrow range---^f rom a little above the stan-- 
dard 3 percenc of total ADA to a little below. In tosvns, rural districts, 
and smaller cities^ the drop in federal ADA as a fraction of total ADA 
may be much greater than 3 percent from major phase^outs, as shown in 
Chapter V* The 3 percent standard is much less significant to these 
medium and small size districts than the actual loss in enrollment and 
net enti tleinent . Hence > the Purtell Amendment is usually of little help 
to these districts, Furthermorei this amendment permits entitlement only 
on res 1 dual federal ADA after the cut to below 3 percent* If federal ADA 
falls to zero, no payments may be made. The payments made under this 
amendHient ai*e not related' to the magiiitude of the impact, and this is its 
pi'ime limitation. Even the amendment -s recognition of the need for dis- 
tricts to receive payments over 2 yeai's is insufficient) the duration of 
phasQ--out effects should be extended to 3 year^. 
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Analysis of Proposed Legislation 



Recently proposad federal legislation would amend Public Law 874 and 
815 J and would attempt to eliminate transitory problems resulting from 
the closing of federal installations, The. contents of the proposed legis-' 
lation are summarized below: 



ANALYTICAL SUIVIMARY OF PROPOSED LEGISLATION 
(Bills in House of Representatives or Senate, 89th Congress ^ 

1st Session) 



Proposed Law Contents 



H,R. 6704 Amends PL 874 and PL 813 to d;^sregard the installations- 

closing order of 11/19/64; payments will be made for 
one year as if no order hod been issued, 

H.R, 7931 Districts meetinf 3 percent requirement for federal ADA 

get h©lp if percent drops below 3 percent, for 4 years. 
Payments: 1st year, full; 2nd year, 75 percent; 3rd 
yearj 50 percent; 4th yeari 25 percent* 

Districts faced with entitlement loss from phase-out 
get entitleinent for year of phase^out , plus 2 succeed^ 
ing years. Payments: ist yeai^j 75 percent; 2nd year, 
50 percent; 3rd year, 25 percent, 

H,a* 9022 Virtually the same as H.R. 7931, plus the following. 

All eligibility becomes 3 percent, and the 6 percent 
requirement for large districts (ADA over 35,000) is 
eliminated. 

S,R^ 1257 Schools facing phase-out need only 1 percent require-- 

ment if they previously qualified with 3 pei^cent , If 
the federal ADA drops below 1 percent , even this vq- 
quiremont is svalved; school gets payment for 1 per- 
cent^^again by decreasing amounts for 4 years: full, 
50 percent, 66-2/3 percent, and 75 percent, 

S.R. 1527 Virtually the same as H.R, 7931, 



All of the proposals relating to tiie phasing out of PL 874 funds 
suffer from the main basic wealmesses of the existing legislation. They 
are not based upon the annual magnitudes of the decreases In total reve- 
nue resulting from phase^outs, and the number of years such decreases 
occur. They do not contain an absorption principle* 
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RecQmmendgd Legislation 



The reeomJMiidGd legislation would be applicable to most school dis- 
tricts in the United States, As a starting pointy it would be assumed 
that most districts could absorb a given incrsasQ in cost per pupil ^ be- 
cause ol t h© normal annual increases already taken into account by state 
and local governments. In order to eliminate the number of special cases 
requiring federal assistance^ the normal annual percent increase in cost 
of educat ion (5-6 percent) need not be used , The absorption rate could 
be made lower--say, 3 percent— thereby minimizing the need for dealing 
with special cases under Section 3Cf) of PL 874, 

Another alteration in the calculation procedure is suggested in order 
to ©liminat© federal payments for normal increases in costs of education 
per pupil. Entitlement in year t+1 (year following phase-out) reflects 
not only the change in federally connected pupils ^ but changes in the 
LCR. Since the latter changes are presumably a reflection of education 
costs j the decline in entitlement requiring compensation should reflect 
only the decline in federally connected ADA* Thus j federally connected 
ADA in year t+=l should be multiplied by the LCR in year t. in determining 
the basis for payment in yeai- ti 1 ^ and the rGcommunded equation to deter-- 
mine the' transitory payment in any year after phase-out is: . ■ 

Payment - Entitlement^ - LCR^ (sCa) + ^ 3Cb)) ADA^^^ - 0.03 (TCE)^. 

If a change in entitlement is greater than 3 percent of total current 
expenses, so that a federal payment is required, then additional payments 
should also be calculated for two more years. It is suggested that the 
paymont in the second year be based upon two--thirds^ and the payment in 
the third year, upon one-^third of the change in entitlement which occurred 
in the first year. These subsequent payments should also be subject to 
the same level of absorption as the first payment; that is^ 3 percent of 
current expenses in the base year should be subtracted in determining net 
payment due in each of the years. Note that in the hypothetical example 
shown in Figure 1, no payment would be made in the third year. It can 
readily be seen that payments would be made for the full three years only 
if the i^eduction in entitlement (using the base year LCR) is greater than 
9 percent of current expenses of education in the base year. Seven of 
the 45 districts analyzed in Chapter V fall into this category. 

Each year in which there is a decline in entitlement because of a 
reduction in force at an instollation is treated separately. Thus, it is 
possible for a district to bo receiving three separate payments in one 
year. This situation is shown algebraically in Figure 2. In the hypo-^ 
thetical situation, net entitlement is reduced to zero in three annual 
reductionsi i.e., net entitlement in year t+3 is ^ero. Total phase^out 
payment in year t+3 is equal to the sum of the following payments; 
(1) third year payment for reduction in entitlement from year t to year 
t^l; (2) second year payment for reduction in Dntitlement from year t+1 
to year t+2; and (3) first year payment for reduction in entitlement from 
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FIGURE 1 



HYPOTHETICAL EXAMPLE 
OF ANNUAL FEDERAL PAYMENTS TO A SCHOOL DISTRICT 

DUE TO A PHASE^OUT 



E — 
t 



PRECEDiNG YEAR 1st YEAR 



t-H 1 



Pay men f 



2nd YEAR 



paymani' 



3rd YEAR 



Nmf enHtloment under SecHons 3 and 4, PL 874, fn year f , 



= ^ Net entlflemenf under SecHons 3 and 4, PL 874, In year t+ 1, 
calculated by using the LCR in ymm' t. E*^ . may be zero. 



SOURCE: Stanford Re search Insfll-ute. 
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year t+2 to year t+3. Such a situation would occur only wher© entitl©^ 
monts were a very large proportioii or total expenses in year t,* ond where 
very substantial raductions occurred in each of 3 years. 

A 3=-year schedule oi decreasing paymenta is recommended for the fol-- 
lowing reasons^ . (1) 3 years is balieved to be ample time to adjust to new 
circumstances; (2) none of the school districts s <rveyed in this study had 
financial problems lasting longer than 3 years, and most had problems for 
only 1 year; (3) the imposition of an absorption requirement means that 
payments for as long 3 years will be made only to districts experienc- 
ing substantial decreases in revenue, and needing the longer period for 
adjustment. 

There is a defiiiite need for a clause to take care of special cases, 
but not the special cases of the type now being provided for-^--i,e., inade^ 
quate forewarning, better handled by general legislation, as suggested 
below. The new clause for special cases would cover situations such as 
debt service problums, unusual cases of economic depression leading to 
significant reductions in assessed property values j and other situations 
not reasonably covered by tiie above formulas. 

This study has shown that local authori t les will be better able to 
alleviate Xinancial, especially expenditure, problems if there is adequate 
forewarning of a phase^out. The absorption principle^ in fact, assumes 
that there will be sufficient forewarning to permit some alteration to be 
made in the schoQl budget for the first year of the phase^-out. if this 
is not the case, then absorption of 3 percent of TCE may be suspended for 
the first year payment. 

The recommended legislation arises from the experience of phass'-outs 
occurring during the 1950s and early 1960s when the economy was generally 
experiencing economic growth, and the military phase-outs were a small 
proportion of the U.S. defense establishment. Under these conditions, it 
appears that most districts can adjust to the phase-out without impairing 
educational values, and will require only transitional assistance of rel- 
atively short duration. If, however, there were to be major disarmament 
accompanied by widespread economic dislocation, an entirely different^ 
situation might ariso. The recoimnended legislation might then prove in- 
adequate to the task, because of failure to take into account declines in 
state and local revenues. At present, such declines are rare, and can be 
handled by special cons ider a c ion under an expanded Section 3(f). In 
addition, tiiese declines generally reflect the poor economic health of 
the community, a situation beyond the Jurisdiction of the Office of Edu-- 
cation. In the case of general disarmament, an entirely different form 



Entitlement in year t would have to be at least 15 percent of total 
current expenses in order to qualify. As noted in the previous SRI 
atudy, only 10 percent of entitled districts meet this condition. 
(See Table 3, Vol. 1, SRI, op. ci t . ) 
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of assistance may be needed to preserve education values In affected com- 
munities. It is suggested that the Office of Education undertake a study 
to devise standby legislation that might be invoked in the case of gen- ' 
oral disarmament * 

School Administrator Need for Specific Inf oiTflatlon: A Handbook 

For many school administrators ^ the phase-out of a major federal in- 
stallation is a new occurrence. They cannot draw upon their experience 
and readily assess the magnitude or scope of the problems they are likely 
to face. Though they may know their school system well, they are much 
less certain of the impact of such a phase-out on the community and how 
it will affect local response to the needs of education. See Appendi?c C 
on how this problem applies to Salina, Kansas. Field trips by SRI staff 
members in this study indicate that many administrators are uncertain 
about what help is available to them, pai^ticularly from the federal gov- 
ernment, and of exactly how they should present their problems ^ to whomj 
and when. We have found that local officials* lack of familiarity with 
already legislated assistance frequently and unnecessarily increased the 
problems caused by phase-outs. 

Hence there is an apparent need for an instrument such as a handbook, 
that brings to school administrators the experience of others, and dis- 
tills for them the several laws and many procedures that may apply to 
their problems. By having in one book all available information and ex- 
perience, these lo<!sl ufficials can better analyze their own problems. 
They will then be able to use all available tools and take appropriate 
action that will be prompt and direct. 

The handbook could have three pi^incipal parts. 

Case Studies, Description in the handbook of the categories of 
school districts and of federal installations would enable the school 
superintendent to determine which other districts are in situations 
sim.ilar to that of his own district. For. each category, the histor- 
ical experience of all such districts could be summarized, and sev- 
eral representative case studies could be presented and analyzed in 
detail. 

Ou/tside Help , The several applicable laws and recent amendments 
would be summarized, along with concise statements of specific cri- 
teria thai are currently applied in administering these laws. Such 
information would clear up the doubts that many school superinten- 
dents have about Section 3(f) of PL 874. This part of the handbook 
could also include administi^atlve formats foj' effective and complete , 
presentation of school problems and requirements. Not only would 
sections of public laws 815 'd 874 be included, but also other leg- 
ialytlon which might provide some relief. In this latter category, 
cer ain aspects of recent anti-poverty legislation would be explored, 
as well as other varied new programs which provide Increased federal 
aid to education. 

er|c 15 



Self-Help . A review would be made of effective techniques used in 
the past by local administx-ators to solvSj within their own authority 
and resources, the problems caused by major federal base phase^outs. 
A summary of these techniques would be provided. Also discussed 
would be^ various economic measures; methods of developing community 
understanding of the "school system problems; and' alternative uses 
that could be made of surplus facilities , 

The Office of Education might also wish to consider sending a con- 
sulting team to school districts that were having particularly severe prob- 
lems^ and that wanted consulting assistance. Such a team, in several days, 
could review and analyze on the spot all aspects of the situation. They 
could then discuss the numerous alternative solutions and courses of action 
available to local school administrators. The function of this team would 
parallel that of the consulting teams of the Office of Economic Adjustment 
(Department of Defense) which deal with broad community problems or even 
regional problems of economic development. 
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Ill CONCEPTS IN THE STUDY OF FEDERAL liNSTALLATION PHASE=OUTS 



Dorinltion o£ the Problems 

ThiK ytudy is coiicei'ned with financial problems created in school 
cliHLricLs when recierril installations are phased out. Problems croatQCi 
Lor agencies other than school diytricts ore not conslcierad in rhis study, 
bGcauSG such problems Dre not th© concern of the Orfice of Education, 
Although non-f tnaneial problems * such as thos© related to pupil aspira- 
tions and quality oT education, may also arise due to phase--out , they aru 
considered in this study only to the extent that they are reflected in 
dlHtrict finances. Financial problems are emphasized for four reasons: 
(1) Noniinancial problems are more likely to bm parmanent than trnnsi-- 
tory; (2) the lederal government can directly assist in alleviating the 
iinancial problems; (3) many nonfinaneial problems have a financial 
counterpart in the school budget ^ and can be handled by financial assis- 
tance; and (4) nonfinaneial problems are difficult to quantify in n con-- 
s i H I on t m a nn e r * 

A financial problem is said to arise for a school district whenever ' 
the phase--out results In revenues falling, or costs of education risingj 
in relation to the number of pupils in the district roquiring public edu- 
cation. Financial problems arc exproj^PiGd in per pupil terms, becausa of 
the assumption that the task of the educational agencies is to provide 
oducation foi^ individual pupils. Thus ^ if the phase-out causes a reduc- 
tion in pupils, and all revenues and costs are reduced in the same pro-^ 
j)ortLonj without sacrifice of educational quality, then the phase-out has 
iiot caused an^^ fiaiancial problem of education. 

For purposes of this studyi we recognize three types of financial 
jiroblGinH: 

1, Revenue Problems. Where revenue per pupil declines for either 
of two reasons: (a) there is a deGline in net entitlement under 
PL 874 without a corresponding decline in pupils j or, (b) for a 
variety ot reasons , the phase-out resultB in declines in state 
or local revenues greater than the decline in number of pupils. 

2, Expenditure Problems. Where costs of oducation per pupil rise 
because of the inability to reduce certain costs of education , 
even though the number of pupils to be educated declines, 

3, Debt Service Problems. The fixed obligation of debt service 
creates a significant problem for the school district whenever 
(a) recent construction leads to debt service which is a high 
proportion of total cos ts (usually over 10 percent), or (b) debt 
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MorvicG XH a moderatG proportion of total ccdts, but revenues 
hnvu ducliiie^^ severely. 

The i'inancinl problGiiiB of: school districts may ari^^e from either 
direct or induuud o££aQtB. A direct effect Is a change in school revenues 
or costs resulting directly rrom chnnges in. the status or location of fed- 
Qrally conngctod pupilH and thoir fnmilies* An Intkiced etioet is a change 
duo to the economic impnct on ii comniunity from an installation phaae-out . 

Direct EffgctH on SchOQl Dis t rict Revonuog 
Fodernl Entitlement under PL B7 4 

Phase-out of a federal inytallntion con result in an imiiiediate reduc^ 
tion in revenue because of eliminotion of entitlement under PL 874. How- 
ever, there are two i^actionsi of PL 874 that are specifically designed to 
mitigate the impact of a federal phaSG-out. Sect j on 3(1) authorizes the 
CommiHSioner of Education to use different entitlement criteria in situa-- 
tton^ such as phase-out. ThuS| when a school district has made reasonable 
preparations for a number of federal children ^ only to see this number 
substantially rGducod (at least 10 percent) by federal action, the school 
district is compensated as follows. The Conimissioner uses his judgment 
as to how much of the financial probleju the federal government should 
asBume, but only for the one year when the drop in federal enrollment 
occurs. In this case, the school is expect :-cI to reduce some of its edu-- 
cational costs by adjusting its services to deci'eased enrollment , and then 
the payment of federal money is based on the original entitlement (when 
federal children were tliere) minus the value of the economies made or ex- 
pected to be made by the school aftei- the "federal children have gone. 

Under the Purtell Amendment of 1959-^60, a school district which had 
previously qualified for entitlement (3 percent or more of its ADA being 
federal children) , and which then experiences a loss in this ADA that 
brings it below the 3 percent level j can still qualify for federal sup- 
port. Full entitlement will be paid for the actual federal ADA in the 
fiscal year in which the drop occurs. Payment for the following fiscal 
year is reduced by CO percent of what the local contribution r^te (LCR) 
for that year would normally be. After this second year there Is no 
payment. 



Occui'roncQ of Direct Effucts 

Direct effects occur in two steps: (1) c change in the status of the 
federally connected pupil; and (2) actions of the family because of the 
installation phase--out. The pupil would have been entitled under one of 
three subsections of PL 874: (1) Section 3(a)--the pupil lives on a fed-- 
era! installation, and has a parent who works on a federal installation; 
(2) Section 3(b)l'--the pupil lives on an installationi but has no parent 
svorking on an installation; and (3) Section 3(b)2--^the pupil lives in 
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private housing, ^iiicl has e parent working on a federal installation. 
Entitlemert: for a Section 3(b) pupil Lb at one-hali the rat<- lor a Sec- 
tion 3(a) pupil. li the iederal payment to a district is jtiMt meeting' 
the intent of PL 874, then this payment is equal to the aiiujunt of local 
revenues that the diBtrict would receive from normal tax sources if the 
pupil was not federally connectGd, As was found in the Institute's pre-- 
vlous atudy uf PL 874, the payment differs from the required payiaent in 
a majority of dl^trictK, The effectH of thia divergence are discussed 
Intur. AL present, the offoctH are discuaHed as if the correct federal 
payment wqk being made prior to the Installation phases-out. 

Parents of pupiln under Section 3(a) are usually memberK of the armed 
forces, or temporary cony traction workers. In either case, pha;^e=out oC 
the installation (oi' completion of Gonstruction) simultrmeously elirninate^ 
the federal entitlement and the federal pupil ^ since phase-out of the 
inBtallation is usually accompanied by the transfer of the family to a new 
location. The PL 874 paymont per 3(a) pupil should have been just equal 
to the local revenues for each of the nonfederal pupils; withdrawal of the 
pupil and the associated federal reVGiiuGj therefore j does not alter the 
federal and local revenues available per pupil.* Under this condition^ 
elimination of pupils under Section 3(a) through installation phase-out 
should not result in any revenue problema for the local school district. 



Effects on Local Revenuea for 3(b) Pupils 

Because the working parents of many 3(b) pupils are civilian employees 
a variety of responses could follow phaso-out of a federal installation. 
In the case of 3(b)l pupils-^ tho^e living in federal housing^ — it is highly 
likely that the family will move to private housing in the same area, to 
peiMiiit the working parent to continue in the same Job. The school district 
will loH© the federal entitlement when the public housing is phased out. 
If the family finds existing housing in the district, reducing the vacancy 
rate, tliis will not change district revenues from property taxes, but will 
reault in a decline in federal revenue per pupil, because of the loss of 
PL 874 entitlement. If the family buj^lds a new home that makes a net 
addition to the tax rolls, then the increase in local property tax revenues 
will compensate for loss of PL 874 funds. If the family finds private 
housing outside the school district, then the school will also lose the 
pupil. In this situation, local revenues per pupil will increase, because 
the loBS of federal funds will be equal to only one-half the normal local 
revenues pei* pupil. 



If thero are no other federal installations for which the community 
receives entitlement, then the olosing will result in federal payments 
declining to ^ero, under our previously stated assumptions. 



For 3Cb)2 pupi Is-- t ho^e living in tax paying residences , with a 
parent working on lederal proper ty--X'ive alternative situations can arise: 



1 , rami iy iQaves area , laeking employment elsewhere, 

2, FamiXy remains in district, and parent is unemployad, 

3, ramily ^'omains in district, and parent replaces aomobody else in 
an existing Job. 

4, Family remains in district, and parGnt takes a Job outside the 
district , 

5, Family remains in distrlet, and parent takes a newly created Job 
i 11 t ho district. 

ir the family loavas the area, creating a rental vacancy, there is 
no immediate eilect on local revenues from property tax, and the result 
is that loOal revenues per pupil rise. However, in time, the additional 
vacancies could drive down propei^ty values, and local revenues might de- 
cline , 

I£ the family remains, and the parent is unemployed, then there is 
a decline in federal revenues , without any other cliange in local revenues 
or number of pupils; therefore, total revenues per pupil decline. The 
same effect on school district revenues occurs if the family remains and 
the parelfit replaces an existing worker in a job^ or conimutes to a job out- 
side the district. In none of these cases Is any additional revenue gen-- 
crated to supplant the f^ deral payments. 

If the iamily remains and a new Job is created for the worker, then 
the decline in revenues per pupil will be only temporary. As soon as the 
new business activit}^ represented by the new Job is on the tax rolls, the 
total revenues per pupil (not consif. ring the secondary inCQme-^genere t ing 
effects of the new activity) will be approximately the same as previously- 
perhaps more or less, depending upon the relationship between the tax pay-= 
ments of the increased business activity and the federal entitlements. 



Effects of" State Aid Payments on Local Districts 

On a national average, state aid makes up about 40 percent of total 
revenues for school pui'poses and is therefore a niajoi' factoi' in school 
financing. Consequently, the response of state aid to federal installa- 
tion phase^ovit is Important to this study ^ 

A state aid progi'am may be classified as one of three majoi^ types: 
(a) flat or nonequal izat ion aid per ADA, (b) equalization aid, with a 
pupil support le\^el set by the state at some dollar figure and with local 
effort defined in terms of assessed valuation or an economic wealth 
(nonproperty) index, and (g) equalisation aid, ^vlth the state paying some 
percentage of district-set total program costs, the percentage being 
determineu according to the district's assessed valuation per ADA. 
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Total flat aid clecreases if federally connected pupils leave the. dis- 
ti'lctj thim producing a declining total ADA, but remains the sam© if 
pupils remoin even when i;h©re is a shift from federal to nonfederal ADA, 
Aid per pupil is independGnt of the parentQl Job status or location^ so 
loni; as the children Btay. 

Eq u a 1 i za L i o n f o rinu. ] a s , w i t ii a b a s o s n p port level a n d 1 o a a 1 e f f o r t 
delined by assessed valuation, will decrease state aid per ADA any time 
that valuation per pupil rises , as in the following situations: 

1. ThG 3 (a) pupils leiive the area, resulting in a smaller ADA with 
no ciiange in assessed value , 

2. The 3(a) pupils be come 3(b)2j or the 3(H)l pupils bwcome non- 
federal, with a consequent substitution of private for public 
housing, resulting in on increiised assessed value with a con-^ 
stant ADA. 

3. A parent of a 3Cb3 2 pupil becomes employed at a new Jobj not 
federally connected ^ in the district, producing aii increase in 
assessed industrial or commercial values ^ with no change in ADA. 

When an economic wealth index is^ substituted for assessed valuation, 
the equalization formula should produce a more accurate estimate of a 
district *s ability to support .schools and should become more sensitive to 
local changes. But the accuracy and sensitivity depend on the selection 
and updating of index inputs. Theoretically, the equalization formula 
responds the same with either measure. 

State equalization aid may be computed as some percentage of actual 
cost. In such a formula J If the phase-out results in a decline in ADA 
witli a less than ropor t iona te drop in per-pupil costs because of scale 
effects (discussed later) , then state aid per ADA does not decrease as 
much and can actually increase in situation 1 cited above. 

if Llie increase in assessed value (or economic wealth) or decrease 
in ADA (or cos us) results in local revenues rising Just enough to counter- 
balance the decline in fedei^al payment , then the decline in state aid for 
the .above situations causes a decline in total revenue per pupil. 

Several states with equalization programs offset part or all of the 
PL H74 payments. (See Chapter 6 in the previous SRI study on PL 874*)* 
In such states, PL 874 funds are usually treated as an increase in the 
local ability to support schools. For districts in these statesj the 
negative effects on state aid due to a federal phase-out are lessened. 
That is, the decline or elimination of the federal funds would cause state 
aid per pupil to decrease less severely under the conditions outlined 
above . 



* Throughout this report, the "previous SRI study" referred to is- 
Entitlements for Federally Affected School Districts Under Public 
Laws 874 and 815/ Vols / 1 & 2, Menlo Park, Calif ornia~May 1965. 
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The Ai tor-Effects of Wlndiall Federal Payments 



As described in tliQ previous Institute study of PL 874 ^ a majority 
of school districts receive payments per pupil in excess of payments 
necessary to equalize the revenues from families of federal and nonfederal 
pupils. These windfalls svlll disappear upon the closing of the fedDral 
installation- 
Districts recei V ing these windf ulls can sulf er a reduction in total 
revenue per pupil even when a pupil leaves tlie district. For example j 
suppose local revenue per pupil for nonfederal pupils is $50 , PL 874 pay- 
ment per federal pupil la $150, total ADA is 10^000 i and federal ADA is 
1,000 (oil Section 3(a) pupils). In this case, total local revenue is 
$150,000 <9,000 x: $50), federal payment is $150,000, and total revenue 
(federal and local) per ADA is $00. Phase--out of the installation results 
in ADA declining to 9^000^ and total revenue per ADA declining to $50* 
On the other hands it is possible that a district aan build up a large 
surplus fund through not spending these windfall payments, aiid can use 
such a fund as a cushion during a phase-out to avoid actual revenue 
pi'oblems. 



Induced Effects on School District Revenues 

Phase^out of a fedei'al faciiity can have effects on a conimunity 
similar to those that result from a major factory shutdown or layoff, or 
the phase-out of any other major activity that essentially exports its 
products and creates local income through employment and purchasing. 
These effects reverberate through the community, causing unemployment, 
dQclines in retail sales, and loss of property values. Some of these 
offects strike immediately, whila others occui' after some time lag/ 

Bxamples of Induced Effects 

There are many examples of a depressing economic effect upon a com-- 
munity from phase-out of a federal Installation. A few examples follow: 

1* Fort Polk J Louisiana^ This was the economic base of both Loes- 
vllle (seat of Vernon Parish School District) and De Ridder 
(seat of Beauregard Parish School District) in Louisiana. The 
majority of businosses in both towns were oriented toward ser- 
vicing the military personnel of the Fort. When the installa- 
tion was phased out, business failures Increased signi f leant ly , 
the assessed valuations declined , and the populations decreased, 

2. Naval Station, Astoria, Oregon. This was phased-out in 1952, 
and again in 1961 , at both times resul ting in lai'ge commercial 
losses; the 1961 phase-=out caused 20 pei^cent of the population 
to leave. 
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3. MojLive, Californim, In 1959, this town had geared itself to an 
nnnounced $80 million construction program at the Marine Corps 
Auxiliary Air Station, and had mode Investments in anticipEit ion. 
Tiio sudden cancellation ol tlie construction program and the very 
quick phase=out oi the Air Station lofU the town in a relatively 
dopx^essed staLc, 

4* Pre^que Isl©, Maine. ThxH small town was hard hit by the phase- 
out of the Pr©sc|ua ly le Air Force Baso . * 

The relation between Induced effects and changes in school finance 
complex and certainly not obvious, because loss of personal Income in 
a cominunity is not inunediatoly Uranslated to o loss of school revenues 
but only after a time lag of indeterminate duration* This income loss 
will bo Uransferrod in the following ways: (1) loss of income results in 
pressure to reduce the tax rate, or in failure to approve increases in tax 
rates; (2'^ r ^lines in market values of property are eventually reflected 
in lowej^ asKir^ ?ed values, and thus in reduced revenues; and (3) lower in- 
comes and i IV . t^aHes in rental vacancies result in increased delinquencies* 
There is nu theory to explnin these quantitative relationships; further- 
more ^ transfer. of reductions in income to school finances is not automatic 
For instance, the comrnuntty may decide to maintain the level of education 
in the face of falling incomes, and in tliis casCj school revenues may 
never reflect the economic deprivation in the community. Thus, to under-^ 
stand the economic impacts oI a phase^out on a community, we need to know 
the magnitude and the timing of specific induced effects on school reve-- 
nues. We conclude, therefore ^ that without a significant research effort 
over a cons xderablG period of time. It will not be possible to anticipate 
the induced efiects on school revenues that accompany particular economic 
impacts in the community^ 

Time Lag and Complexity of Induced Effects 

The fact that the induccsd effects generally occur over a period of 
time and with a lag provides a time span during which other economic 
©vents can occur in the community. During the period of the 1950s, and 
early 1960s, comJiiunities in metropolitan areas have been generally experi- 
encing economic growth, and any contraction that would have resulted from 
a phase-out has been reduced or eliminated by the genei'al effects of eco^ 
nom.ic growth. 

One aspect complicating the analysis of induced effects is that 
phaso'-outs, although looked upon by communities as being detrimental when 



* See Chapter V for a discussion of the financial problems created for 
school districts under conditions of significant economic impact , in- 
cluding those mentioned hei^e. 
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they occur, actually turn out in many cases to be beneficial, A few ex- 
omples are given below- 



1. In 1961-62, an Army Signal Depot, ©mploying 1,300 people, was 

phased out in Decatur, Illinois, Within a very short time, how= 
ever^ tiic Firestone Tire & Rubber Company bought the depot plant, 
and the General Electric Company acquired a plant site. Within 
four years J these companies employed 2,300 persons end added to 
the tax base significantly. The city of Decatur is bet::Gr off 
because of these events. 

,2, In York, Pennsylvania, a Navy installation that was phased out 
was taken over almost irimiediately by American Machine & Foundry 
Co. The plant's payroll went from $5.5 million to $16 million, 
with obvious beneficial effects on the economic life of York. 

3. In Presque Isle, Maine, an Air Force base that was phased out 
was turned into an induytrial park that provided employment for , 
about 2U0 people, 

4. The economy of Edenton, North Carolina, suffered e significant 
slump as the result of the phase-^out of the Edenton Marine Air 

' Base, beginning in 1958--59. Through local initiative, the tax 
base has been increased, and the area is economically aoundj 

5. In Pittsburg, California, the phase-^out of Camp Stoneman had a 
depressing effect upon the local economy but the townspeople 
thought they were better off, since undesirable commercial estab- 
lisliments were eliminated. 

There is no obvious connection between the rate of growth of a com-- 
munity and its ability to finance ©ducation. Rapid growth implies higher 
per pupil capital expenditures to provide new schools j but this increase 
is somewhat counterbalanced by the tendency to have a higher pei-centage of 
young teachers at beginning salaries, thus decreasing the current cost of 
education. The complexity of the relationship between growth and financial 
ability leads us to conclude that the induced effects can create signifi'- 
cant and quantifiable financial problems only where the phase^out results 
in a net decline in economic activity. 

The Duration of the Financial Problem 

The duration of the financial probleni will vary because the adjust- 
ments required to alleviate them will vary. Some districts may take more 
than a year to recover from phase-out effects. The time depends upon the 
amount of forewarning, the abruptness of the federal phasB-out , and the 
rate of change in population and economic activity in the community. Foz* 
example, the imniediate effGct may be a rise in unemployment, with a cor- 
responding fall in revenue per pupil, followed by creation of new Jobs or 
outmigration , with corresponding recovery of revenue per pupil. 
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Tii<3 Effects on Costs ol EducaLion 



Althoufi'h there may bo eLrecta oI the phflso-out on educational pro^ 
grammlng, bacaiise tho iGderally connected pupils may have hod difrerent 
interests and no©ds than the rest oI the community, the only induced 
cticct that roapondK to jtinancial oid is an el foe t tiiat is i-Glatcd to the 
cost oX a given prog ram- Substantial dec li ties in the number of pupils in 
the di^ti'lct can increase the costs per pupil because of ^cal© effects. 
Throe typeri of Hcale effects may be recognissed^ (1) overhead expenses 
that are unoiterabley I'esulting in a permanent inci^ease in costs pei" 
pupil; e*g. , deljt sei^vice and some administrative expenses; (2) overhead 
oxpensos that tompoi'arily must be spread over the smaller student body, 
but that can bo reciuced in time; anxl (3) educationai expenses that can 
only be reduced by a reduction in tho prograirij c*g* j reduction of special 
offerings, such as music or art, that are provided by a single teacher for 
tho districts At worst, the proportionate inci^eabe in these costs canjiot 
exceed the I'atio of total ADA prioi' to the installation phase^out to total 
ADA after phase^out, because the increases in costs per ADA are due to the 
decline in ADA and not to actual increases in costs. 

Teachers present a special case. Some have protected positions, and 
cannot be suimnarily i^cleased. Furthermore , if a basic coui'se must be 
offei'ed, such as plane geometry or English literature j a teacher must be 
maintained to teach it, despite the fact that the individual class may be 
reduced from 25 to 5 students. Release o£ other staff members may involve 
significant severance expense* 

Tlie specific problems caused -by teacher tenure statutes for a school 
district that wishes to decrease its staff cannot be determined without 
reference to court decisions on a sta te=-by-s ta te basis-^-a task that is 
outside the scope of the present stud^^. However, a pi' oil mi nary chock of 
the Echication Codes of the statutes of six states indicates that four of 
tliese states do provide for dismissal of teachers with llfetiiue tenure if 
the pupil population deci'oasea substantially. Also, the National Educa^ 
tion Association, Washington, D^C^ , indicated that 14 states do not have 
teacher tenure laws at all. In some of the other 3 7 states ^ the teachei' 
tGnure laws are not statewide; they may apply only to school districts in 
cities ovei' a certain size. 

In tlie California statutes that deal with t caches r tenure, there is 
provision Cor rehiring laid-^off teachei^s as soon as possible . These 
teachers retain theii' seniority, and the pei^iod of time they spend between 
Jobs is treated as a leave of absence. Those teachers are given prefer- 
ence wheii a job opening occur.^; they have '\ , . a prefei^red right to re- 
appoint moiit, , . * 

Con trilju ting Causes of Financial Problems 

The extant to which financial problems are ci-eated depends mainly 
upon the following: (1) the relative importance of the federal payments: 
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(2) characteristics of the federal installations, and of the federal 
families , including the spQed and degree at which the ramilies leave th© 
area after the phase^out of the facility; (3) the location of the fedei'al 
facility; (4) the timing of the phase- out and amount of forewarning; 
(5) the Qconomlc viability and structure of the community; (6) the man-- 
ag'oi'inl' ability of school district ndmin is tra Lot's and coiniTiunity leaders. 

Relative Importance of Federal Payments 

The import a ncG of a fedei-al payment to a school district can be de- 
fined only when the payment is related to the total revenues of the dis- 
trict. Fox* exaniplej if the total ADA I'emains unchanged, the elitiii na t ion 
of $1 million in federal entitlements ci'eates more of a problem foi' a 
district with total revenues of $5 miilion than for a district with reve- 
nues of $50 million. In fact, the pi'oblem in this case would be expected 
to be about ten times greater. Yet, whether the problem will actually be 
ten times greatei^ depends also on certain characteristics of the federal 
payments. Federal payment as a proportion of total revenue is determined 
by the following: (1) the proportion of pupils who are federally con- 
nected; (2) th© classification of federally connect ed pupils as 3(a) or 
3(b); and (3) how the local conti'ibut ion rate used to determine entitle^ 
ment compares wl th the actual local share of current expenses in the dis- 
trict. The first point is self-explanatory^ The impoi'tance of the 
second point derives from the fact that pupils under Section 3(b) . ^^ceive 
pa^nnent at half tlie rate of a pupil under Section 3(a)* Thus, if a given 
proportion of pupils are under Section 3 (b) ^ the district receives only 
lialf as much federal entitlement for them as it would if they were under 
Sec t ion 3(a). 

Pupils under Section 3(a) are mostly children of military families; 
the only othei* situation in which federal housing is normally provided 
for employeos is in major construction pi^oject^j whlcli ai^e by nature tem^ 
porury. The 3(n) pupil is relatively uncommon, only 15 percent of fed- 
erally connected pupils being currently under this section. 

As was demonstrated in the previous SRI study of PL 874, the intent 
of PL 874 is to pay for federally connected pupils at a rate equal to the 
revenues' that would noi'mally accrue to the district foz' pupils who were 
not federally connected. There are, however, provisions in the law that 
permit payment at rates substantially in excess of this ainount , providing 
windfalls for the recipient districts. Where a windfall occurs, a decline 
in federally connected ADA at phase-out causes a larger proportionate de-- 
cline in revenues, and such a loss of revenues tends to intensify the 
school district's financial dif f icul ties * 

Although approximately 4,000 districts receive entitlement under 
PL 874, in only a minority of the districts are these funds a significant 
proportion of total revenues. In 1959-60, only 18 percent of the entitled 
districts had PL 874 Junds that were more than 10 percent of the cui*rent 
expenses of education; in 64 percent of the districts ^ these funds were 
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less than 5 pai'cent oX expenses » Thus ^ if it should be found that a dis^ 
trict can roasonobly tao expected to absorb revenue declines oX 5 pei^cent 
in one yeai-j then most entitled disti'icts would require little or no 
assistance in making the adjustment (except when n phase-out negatively 
arrectKothersourcesoi; revenue). 

The Chara ctei'is t ics of Fedei^al Installations and Connected Families 



Phase-out of an installation has different effects on revenues^ otlier 
than entitlement i and on ADA^ dependiiig upon both the characteristics of 
the installation and the charactGi^istics of the families connected with 
the installation. 



Fedural InHtnllation Charactei'ist ics 



Different types of federal installation support families with dif- 
ferent characteristics relevant to problems of public school financing: 

^' Mi litary bases mainly have families that tend to have a rela- 
tively large number of children (excluding unmari^ied personnel 
who generally live on the base) , tend to live in a high propor- 
tion of rental propei'ties when they live off the base, and mostly 
leave the area upon phase-out of the base, 

2, Derensa plants such as centers and AEC production centers 

tend to have a high proportion of civilian personnel with higher 
than average incomes ^ pi^operty values, and educational expecta- 
tion. These people leave the area at phase-out, unless it con- 
tains suitable alternative employment oppor tuni ties j though their 
departure may be less r^apid than that of the military families. 
Their assessed value per pupil is higher than that of the mili- 
tary; their departure has a larger effect on school revenues and 
on school program requirements^ 

3* Nonmili tary federal Installations such as VA hospitals and ship-- 
yai^ds have varied charactei'is tics , with a high percentage of non- 
permanent skilled, civilian workers. Upon phase--out of these 
facilities, the personnel tend to remain in the area, or leave 
slowly to find work elsewhere. They include more permanent, 
home- owning residents* 

Co n s t r u c j: i o n projects attract employees both from inside the 
local community and from outside. Short term construction, such 
as that of Titan missile silos , typically causes a f i anzy of 
activity in the area. The whole economy is distorted by short 
run competition for goods and services. Little capital is at- 
tracted to provide additional facilities because of the temporary 
nature of the work. Housing is usually not on federal property, 
and students (and there are proportionately few) are 3(b). 
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Longc2r run projects j such as dam construction, have cliff erent 
characteristics because they take long-©r to build (e.g,, 4 to 
6 yoars) and result in more permanent employment. The community 
is ablo to attract capital and Lb willing to pi^ovidG additional 
services. FGderal housing and schools are frequently conatructed, 
Thus^ because more money and effort have gone into establishment 
and expnnBion, the phase-out may cause greater problems. The 
workora remnin if other construction activities provide employ- 
ment; otherwise thay leave* 

5. Federal^ housing projects are mostly left over from V/orld War II. 
Initially , space was allocated to federal employees, so that all 
students were 3Ca), As time passed, nonfederal families were 
admit Led in increasing numbers, and the percentage of 3 (b) 1 stu-^ 
dents has grown accordingly. Almost every such project today is 
inside a school district. The federal government has disposed 
of many of: these housing facilitieSj with a corresponding loss 
in federal entitlement for the school districts. The pattern of 
disposition has varlod: private home owners have sometimes pur-- 
chased individual units; civic corporations have been established 
and have purchased others and redeveloped the entire area; and 
in still other cases, the structures themselves have been sold 
and moved away, the land being disposed of separately. Since 
most of the families have local employment, they remain in the 
area, increasing the demand for, and eventually the supply of, 
private housing . 



Family Characteristics 

Several family characteristics affect school revenues: 

1. Military personnel and permanent civil servants are transferred 
immediately upon phase=out, whereas other employees may remain. 

2, Because of the absence of retired couples, federal personnel may 
tend to have more children per family unit, 

3, Federal installations have employees of a certain income bracket, 
which may significantly alter their per family property values 
compared with the average of the surrounding community. For ex-- 
ample, military personnel in Salina, Kansas, have property values 
per family only three-fourths of the av€jrage of the families that 
are not federally connected. On the other hand, the personnel 

of Gape Kennedy have drastically raised the per family property 
values in the area, 

4. Federal installations of impermanent nature or with frequent 
personnel turnover may have either cheaper iiouses or more rental 
units than houses. This condition again tends to reduce the per 
family property values associated with federally connected fam- 
ilies. 
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Right a of Employees In Moving- Families 



Military personnel and their lamllies who are living on a base in 
military housing hnv© little or no choice as to when they mov©. If the 
niilltary man'B family is living in the comimnity^ it is up to him whether 
they scay on. The military authorities, however, try to move families at 
a convenient time whenever possible ^ such as at the end of the school 
yeiir , 

A permanent civil servant living in the oommunity t hcpore tically has 
two years in which to have his househcsld effects moved by the g ovei-nment . 
However, he ofton transrers at the government -s convenience. A temporary 
civil servant has no tenure and receives no assistance in job placement. 
He is simply terminatedj and may return to the work force. 

There haa been an increase in the concern and in the feeling of re- 
sponsibility of the EJQpartment of Defense towai^d people whose jobs are 
eliminated because of phase^outs. This increase started around 1957 when 
aome of the larger phase-outs took place and adverse impacts began to 
appear. By the time some phase-outs were announced in March 1961, a 
placement program had been worked out with the aim of guaranteeing every- 
one a chance to get another civil service Job, This placement program 
proved so successful that aome bases were able to phase out ahead of 
time . 

Federal logislation that has been passed authorizes the Secretary of 
Defense to purchase an employee's home if the value has dropped substan- 
tially because of a phase--out. This legislation also provides a temporary 

-nension of payments on FflA and VA mortgages for an unemployed civil 
servant who is unablG to meet his obligations. The legislation still 
awaits funds from Congress* In November 1965 ^ the Secretary of Defense 
presented to the Bureau of the Budget the budgetary c^ds for impiement= 
ing the legislative program. 



Federal Installation Location 

One important aspect of federal installation location is whether it 
is located inside or outside of the school district under consideration. 
If it is inside the district, the alternative use of the "former" federal 
land after phase-out of the federal activity could, in the long run^ pro- 
vide revenue to compensate for the problems caused by the loss in federal 
entitlement . 

If a federal installation ou^Hid^ he school district is phased out, 
PL 874 payments are eliminated. ;U'Knrdless of what subsequent nonfederal 
disposition is made of the federal assets, the SDurce of revenue to the 
district is permanently removed. If the ex-federal childi;en continue to 
attend district schools Ce,g., their parents remain in the district), 
revenues must be raised from remaining residents and existing commercial 
property. 
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In a so-^ealled "beclroDm CDinmunity"' (i,e,, predominately rosidentiQl) 
ir the lamillGS romain, or if their residences are quickly refilled with 
ramilias having nonentitled students ^ then the school district can turn 
only to residrMits* taxes for school revenue. After phase-out^ it has 
ossentiaily the Bamo ADA and tax base^ but not the benefit of tha PL 874 
payments. The community must then make a greater contribution ^ or accept 
a decrQase in the quality of educntion. One can argue with some Justifica- 
tion that the "bedroom community'' should not have received full federal 
entitlement in the first place,* However, since the payments have been 
made J and since their loss results in a drop of revanue per ADA, the 
school district is confronted with immediate problems^ This case is one 
variation of the "windfall" pi-oblem already diBcussed. 

Timing 



The timing of a phase--out is a critical factor in deterniining the 
magnitude and number of problems caused. The length of forewarning and 
the duration of phase-out have interrelated effects. 

If, for examplej the starting date of the phase-out is known two 
years in advance, school district officials can take action that freatly 
attenuates the impact. The current and following year-s budgets can be 
adjusted for the change in projected enrollment. Expansion plans can be 
curtailed or eliminated, cash reserves can be built up^ and future con- 
tracts can be written to reflect the reduced requirement for services. 
With adequate forewarning j school officials can carefully control new 
hiring so that if reductions are required^ they can come from norm.al 
attrition. The greater the forewarning the better^ but the point at which 
warning is critical for the following school year is usually in February 
or March. At this time ^ plans and the budget are set ^ and teachers' con- 
tracts are signed. If warning of a reduction in enrollment for the fol- 
lowing school year comes after February or Marchj excessive expenditures 
are likely to result. 

The duration of phase-'OUt is equally important. Even if warning of 
a major cutback is minimal * a gradual phase-out over, say, a 3 or 4=year 
period will greatly ease the burden. However^ if the school system must 
absorb the total loss over one year, the degree of impact is markedly in- 
creased. 

The interrelationship of phase-out duration and length of forewarn-^ 
ing is Glearly shown in the worst case: the greatest financial burden 
occurs in a school district when there is little or no forewarning and 
when the phase-out is only one year. 



* The previous SRI study of PL 874, p. 93, recommends that a district 
receive federal compensation for 3(b) 2 pupils in proportion to the 
percentage of its workers that typically remain within the school dis- 
trict for work. 
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Economic Viability a, nd S t r u a t u r e o I the Co mmu n i_t y 

TJio Dcoiiomic character o£ a community is a major determinant of its 
ability to overcomt' the problenis caused by a rederal phase=out. For ex- 
ample^ the nature ond level ol tlie tax base are imporLant. 11 a slgnili- 
cant poi'tion ol the tax base of the school district consists of valuable 
and prospering industt-iul propcirtyj an inci'ease in conunercial tax rates 
to offset the financial loss from phase-^out: will impose little hardship. 
AL Lho othqr oxti'ome, any Idhm in revenue in a Ipw^ income bedroom com^ 
munity may bo difficult to off yet, and the losa further reduces an already 
marginal educational effort. 

In addition to the nrtture and level of the tax base of the local com- 
munity^ , the economic direction of the entire area surrounding the school 
district is importent* If the surrounding area is expanding great lyj 
other economic factors in the community may well offset the negative in-- 
fluence of the federal phase--out . If the economy is static or contracting, 
the problems for the school district may be well beyond the capacity of 
the Gomniunity to solve without outside help. 

Managerial Ability of School Administrators and Community Leaders 



The level of ability of school administrators can markedly effect 
the fiscal soundness of the district when a phase-^out occurs. Their 
ability also determines the relative effectiveness of the school district's 
responses to problems caused. 

The best possible situation for coping with a federal phase-out is 
afforded by the school disti^ict supei\intendei\t who has produced a school 
system that has a modest and manageable debt, sound annual budgets , ample 
equipment, up-to-date plant maintenancej and no large contractual commit-- 
menf extending into the future. When warning of the phase-out comes , 
Hucj* an administrator can take fui^ther steps to minimize impact. The 
amount he can do will depend largely on the amount of forewarning he re-- 
ceives. His personal leadership can greatly influence the kind of cooper- 
ation he receives from his ?taff. 

The main task in adjusting to phase=out is to start cutting current 
and projected costs without affecting quality. Perhaps some contracts 
can be renegotiated to reflect reduced future requirements. Maintenance 
expenses of future excess physical plant can be held to a bare minimum. 
Staff members likely to be affected can be given early enough warning so 
that they can make alternative plans ^ and then can be released when they 
are ready and their services can b© spared. It is important to build up 
cash reserves a^ much as possible. With the uncertainties of the futursi 
such reserves can provide flexibility^ and can be used later where they 
are most needed. 
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Federal Responsibility to Districts Facing Phase^Quts 



Rosponsiblllty in Phase-Qut vs Raspongibility in Expansio n 

In a previous study, SRI has shown that the federal govei'nment has 
a clear-cut obligation to cominunitles when it establishes an Installation 
on tax-exempt property. The obligation arises because a burden Is imposed 
on tiie school district to educate federally connected pupils, without re- 
ceiving funds from the normal property tax channels. Payment under PL 874 
is made to compensate for this burden. No such clear-cut obligation can 
be demonstrated for payment to distrlcta experiencing phase-out. On the 
one hand, it may be claimed that the federal government can close an in-= 
Htallation without concern for the effects on the community. The other 
extreme would be to claim that the federal government has an obligation 
in perpetuity to support a level of education attained prior to phase-out, 
when the phase^out causes declines In revenues per pupil. A reasonable 
compromise to these conflicting views is that the federal govarnment 
should make payments for a ti^ansit ional period to assist the school dis-- 
trict in moving from one level of revenue and expenditure to another, or 
to provide I'elief for temporary losses in revenue. It is also equally 
reasonable that the fedeial government should assume only a portion of 
the transitional costs, and that the state and local agencies will share 
in the costs of transition, 

A possible exception to short run assistance is the case of school 
districts confronted by long tei^m debts. There may be some claim for 
longer run payment to assist with debt service when the federal withdrawal 
has created excess school building capacity end when that capacity has 
been built with local money because of capacity needs created by the fed 
era! presence* Such payments would be made only until such time as the 
excess capacity was eliminated through normal increases in enrollment or 
through retirement of obsolete copaeity* To the extent that additions to 
capacity were financed by PL 815 funds, there is no special obligation 
lor the tederal government to provide funds for debt service upon with- 
drasval . 

In general, phase-out of the installation can create financial prob^ 
lems for a school district in five ways: (1) immediate loss of PL 874 
funds I (2) decline in local revenues received from 3(b) families, (3) de- 
aline In revenues duo to income multiplier effects, (4) decline in state 
ravenuefci j or (5) Increase in per pupil costs due to decline In enroll-- 
ment , A loss of PL 874 funds does not create any problem if the rate of 
payment conforms to the intent of the law. Just compensating the district 
for its local expenses not met through noi-mal revenues, and if the fed-- 
oral pupils connected with the phased*-out facility leave the district, 
llowover, if this condition occurs suddenly, there is apt to be an increaSG 
in coHts per pupil for the rt=nnaining pupils, because of inability to 
adjust total costs rapidly, 

As noted previously, \^ithdrciwal of federally connectfKi jjupils la 
Htntes with oqualiaatlon aid can result in n decline in (he aid on a 
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per pupil basis* But this would seem to be a problem in the i-elation 
between the state and the local district; and need not concei-n the fed= 
eral government. 

Income multiplier effects and reduced local revenue.^ beuause of de- 
parture oi 3(b) families are uncertBin in terms of likelihood of occur- 
rence, amount j or timing. To cushion these effects, it would be necesaary 
to measure their occurreiice in Individual districts. In a relatively 
stable community that is not experiencing ' economic growth in other re- 
spects, there could be a long run deterioration in the economic position 
of the community and in the revenue structure of the school district. 
There iS| however, no basii in the present law for placing upon the fed- 
eral government j through the Office Of Education, a responsibility for 
permanent support to such a conLmunity. Such support really should be 
transferred to agencies concerned with eGonomic development. The problem 
is fundamentally related to the leek of viable growth potential in the 
community and not to the withdrawal of the federal installation. Thus ^ 
again, the Office of Education responsibility deriving from phase-out of 
an installation can only be considered transitory, even if the problem is 
long I'un. 

Responsibility Resulting from Windfall Under PL 874 

If payments under PL 874 are in excess of the amount needed to equal 
the normal revenue receipts per pupil, then withdrawal of these funds is 
an even greater financial hardship. These ^vindfall payments are mostly 
the result of the provision permitting payment at minimum rates equal to 
one-half the state or national costs of education. Such a provision is 
an expressed part of the law; the fact that they are windfall payments to 
the district is not at isyue. The district undoubtedly has its expendi- 
ture pattern adjusted to these receipts; therefore ^ their withdrawal cre- 
ates the same kind of financial problem as if the payment rote was without 
windfall. Thus, any transitory payments, should not discriminate between 
PL 874 payments that are in excess of the costs of education for the fed- 
erallj^ connected pupils and those that are not, 

Res|3pnsibill t y Related to Need 

Since payments to compensate for phase--out problems should be tran^ 
sitory in nature, they need only be made where an actual problem exists. 
If the community is expanding in enrollments and revenues j and the instal- 
lation phase-out does noi: result in revenues per pupil declining, or costs 
per pupil rising, then clearly there is no transitory problem and no need 
for federal assistance. Note that, unlike payments under PL 874, pay- 
ments under phase-out are not for a service rendered, but are strictly 
aid payments. Thus, thay should be made only where a need is demonstrated, 
or can roasonably be ejtpected to occur if remedial action 1^ not taken, 
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In general, a need can be expected to arise under the following con- 
ditions: (1) the phase^out occura without previous warning , when obliga-- 
tions have bemi incurred by the district on the expectation of a larger 
enrollment and PL 874 payments; (2) the phase^out causes a sharp change 
in revenue and/or enrollment; (3) the federal revenue is such a large 
proportion of district revenues and ani-ollment that even a gradual change, 
with warning, causes large proportionate changes for the district that 
cannot be readily accommodat edj or (4) the district is stable (or declin-- 
ing). in all other respects, so that there are no usual annual increases 
in nonfederal revenues to help offset the decline "in PL 874 payments. 
Determination of the levels at which a problem emerges is the subJeGt of 
the quantitative sections of this report (see Chapter V) . 



Expectations of Reasonable Response from Nonfederal Agencies 

If the federal government did not undertake to ease the burden of 
Installation phase-out^ any revenue or cost problem would be met in some 
fashion by the local or state agencies. Tax rates would be increased, 
state aid payments would be increased, or costs wpuld be somehow reduced* 
The fact that the federal government does undertake to ease the pain of 
transition does not imply that the local and state agencies are relieved 
of responsibility. The relative roles of the various government levels 
cannot be specifically decided on the basis of equity. Increases in tax 
rates by amounts corresponding to long run trends of rising costs of edu^ 
cation in the state can certainly be expected. Cost reductions that do 
not impair the educational program of the district can also be expected. . 
Another way of viewing the situation is to require that the local dis^ 
trict absorb reductions that do not exceed a certain percent each year. 
This possibility is discussed later in the report. 

For payments in excess of one year^ the payments should decline in 
each succeeding year to be consistent with the principle that the payments 
are aids for transitional purposes. By its nature, transition implies a 
gradual adjustment from one level to another; part of the transition 
should be made in each year, requiring lower aid payments from the fed-^ 
eral^ government in each successive year. 
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IV PAST PHASE-OUTS AND THEIR EFFECTS ON SCHOOL DISTRICTS 



Nature of the Installations 



Although as shown in Chapter III, many branches of the federal govern- 
ment have been involved in phase-outs, the grG.at majority oT the phase- 
outs have been military. Between 1937 and 1964, the Department of Defense 
had about 824 installation phase-outs. Table 'i lists these phase^outs, 
by year and by major' type. All such phase-outs were examined in deriving 
a list of installations that offered the greatest relative potential for 
having significantly affected school districts since the early 1950s. 
This research phase is discussed in more detail in Appendix B, 

At some federal ins tallations ^ events affecting school districts can-^ 
not be considered as '^normal'* installation phase^outs; such cases were 
eliminated from the' sample of school districts analyzed in this report. 
Three special cases ai^e givan as illustrations. 

1, Between 1961 and 1962, Crystal Union School District in Suisun 
City J California/ experienced a drop of 980 3(a) students and 

a drop of about 1,000 in total ADA. The drop, however, was not 
due to phase-out of Travis Air Force Base but rather to the fact 
that Travis Air Force Base was organized into its own school 
district. 

2, There was a drop of about 400 federal pupils at the Tillamook 
County School District, Oregon^ in 1962, and the total ADA was 
only about 2,200 at that time, Again, the drop was not due to 
phase-out of the Tillamook Naval Air Station but rather to a 
decision by the Office of Education that the Air Station was not 
federal property in the sense defined in PL 874. 

3, The town of Page^ Arizona, was created in 1957 by the Bureau of 
Reclamation to provide residential and commercial facilities 

for the Glen Canyon Dam construction workers. The town is almost 
entirely owned by the Bureau. There have been significant da^ 
creases in federal and total ADA due to the phase=out of the con- 
struction, but the page Accommodation School is not incorporated 
and the school is not districted. No local school taxes can be 
levied, and the school is ineligible for county school equal iza-- 
tion aid. The Bureaii is responsible for meeting budget deficits, 
and financing under PL 874 does not directly apply, 
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Table 2 



TYPES OF MILITARY INgTALIATION PIIASED OUT 
1957-1934 





1957 


19 58 


19 59 


196(J 


1961 


1962 


1963 


19 64 


To t a ] 


Air i'nvce base 


11 


8 


7 


G 


9 


7 


5 


4 


57 


Air f'nrao station 


6 


3 


3 


7 


5 


1 


3 


1 


29 


A i riKH't 


5 


G 


2 


5 


— 




1 


1 


20 


Army base 


1 


4 


3 




lU 


■ 7 


5 


20 


50 


A rsQiia 1 


2 


2 


~ 




4 


2 


— 


2 


12 


Aujlillaiy 11 old 


2 


9 


2 


3 


6 


2 




1 


25 


Buil cling 








-- 


3 


2 


4 


6 


15 


Con t rac t of V i ce 
















29 


29 


Housing 








2 


g 




7 


2 


27 


UoHpi tal 


2 




2 


2 










6 


Naval air station 


1 






2 


3 


3 


2 


Q 


23 


Navy Htation 






2 


1 ■ 


1 




1 


1 


6 


Nike site 










5 


7 


30 


7 


49 


Manu fac t: ui^i ng and 




















uHBL^mbly plant 


n 


12 


1 


B 


37 


20 


8 


9 


97 


OiMlnanco workB 


a 


3 


3 


3 


4 


6 


10 


2 


39 


Outlying field 


11 


4 














15 


Radar niiQ 














17 


1 


IB 


SAGE and radio 




















d i V Q c 1 1 on c ont o v 


1 










1 


6 


1 


0 


Stovai^o activity 


H 


5 


3 


3 


6 


4 


3 


1 


33 


Supply do put 


2 


7 


2 


1 


14 


10 


2 


11 


49 


Un j mprovDcl land 










6 


3 


7 


1 


17 


QLhcv 


& 


12 


13 


17 


41 


31 


42 


35 


109 


To t a 1 


72 


82 


44 


58 


362 


112 


153 


141 


824 



Nf^te: "OLher'" includes a total of 70 types of facility, including bomb target ranges, 
port facilitigSi DEW sitesj annexes » regei've trriininu cent ere, Texas towers ^ 
yap filler HlteH, military resej%^at ions i air fc»rco ranges ^ harbor defense units, 
barracks, naval air facilltioSj canstructlon battalion contera, inlislle sites, and 
dDj^LUiBHlng stations. 

Source: Stanford Research Institute fronl lists uf closings ^ reductions, and consolida- 
tions obtained from Dept* of Dofenso, 
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Conditions of Federal Involvement Leading to Phase^Out Problems 



Of the approxinmtely 10,000 districts that received . enti tlement under 
PL 874 m the period 1952 to 1964, about 2,000, or 20%, experienced fed- 
eral installation phase-outs. Data were gathered on approximately 900 of 
these districts In this study,* To be considered as experiencing a phase- 
out, a district merely had to receive entitlement for some pupils at- 
tached to an installation being closed or significantly reduced. In only 
a few of these districts, however, could the impact from the phase-out 
have been sufficiently large to create financial problems. Thei^e were 
SXK main reasons for the absence of significant impact in most districts: 

1. Although the number of installations phased-out svas large, most 
of the installations were relatively small and affected few stu- 
dents , 

2. Prior to the phase-out, most of the districts received only a 
small percentage of their cui'rent revenues from PL 874, 

3. Many districts received entitlement based on students from sev- 
eral installations, and phase--out of any single installation did 
not eliminate all of the entitlement, 

4. MoBt of the larger ins tal la tions affected many different school 
districts, which mininiized the effect of a phase-^out on any one 
district . 

5. Most of the scKool districts experienced large population growth 
from other sources, which overshadowed changes in federal activ- 
ity, 

6. In many cases ^ other government activities were expanding in the 
same areas that hod phase-outs. The following paragraphs discuss 
all of these i^easons. 



Small Installations 

Of the approximately 1^000 federal installations phased out since the 
early 1950s, most were relatively small. This is illustrated by Table 2 
in the previous subsection^ where a significant proportion of the total 
of 824 installations are seen to be airpprt^j, auxiliary fields, buildings^' 
contract offices, NIKE sites, outlying fields, radar sites, and ''other-' — 
all relatively small in terms of the personnel that would be connected 
with them. 



* See Appendix B for a, discussion of the procedures used to aelect dis- 
tricts for study. 
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Net Entitlement as a percent of TCE 



Table 3 shows the ranking according to net entitlement as a percent 
q£ total curi^ent expenses of education (TCE) for districts experiencing 
phase=-outs and experiencing actual decline in federal ADA. Only 16 per- 
cent of the districts received more than 10 percent of their expenses 
from entitlement,* About two-thirds of the districts received S percent 
or less of current expenses from entitlement. Since current expenses of 
education per ADA have been rising nationally at about 5 percent per annum, 
elimination of entitlement represents about one yearns increase in cost 
for these districts. 



Number and Relative Importance of Insta llations. 

Table 4 shows ^ for the districts experiencing phase-outs, the number 
of installations contributing" to entitlement prior to the phaae-^outs. 
Almost one-'half of the districts received entitlement from seven or more 
installations. Obviously, where there are several Installations, a phase- 
out in one does not eliminate all of the entitlement. For example, the 
Richland and Pasco School Districts in Washington were affected by the 
^ AEC Hanford Plant phase-out. However, because there were about 38 other 
installations in the area creating entitlement In the school districts, 
the one phase-out was hardly felt. 

The converse of the above is LhaL whei^e more than one of the several 

installations in an area have phase-outs Goncurrently or within a few 

years of each othei^ the results are additive. There are several examples 

of this situation; three are briefly described below. 

1. New Albany, Indiana^ was affected by phase-out of the Charlestown 
Ordnance Plant, starting in 1955^ and then by phase--out of a fed- 
eral housing project, starting in 1957. 

2. Beroa, Ohio, felt an Impact from phase-out of the Berea Homes 
Federal Housing Project, starting about 1954, as well as from 
phase-^out of Cleveland Tank Autofflotlve a few years later. 

3. In 1962j Martin Aircraft Company began phasing out a very large 
Titan missile construction project near Moses Lake, Washington. 
A few months later , there was a significant reduction in person- 
nel at Larson Air Force Base from phase^out of a SAGE Installa-- 
tion and a KC-135 USAF tanker aircraft unit. Among the districts 
affected was Moses Lake School District #101, 



* The distribution for all entitled districts in 1960 was very similar, 
Indicating that districts experiencing phase-out are not different in 
this I'espect from all entitled districts. See SRI study^ op, cit,, 
Vol. I, Table 3, pp. 34-6, ~ 
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Table 3 



RANKT^TG OF NET ENTITLEIVIENT AS A PERCENT OF TCI FOR 
A SELECTED SAMPLE OF SCHOOL DISTRICTS AFFECTED BY PHASE ^OUTS 



Percent 
of TCE 



Number of 

School 
Dl strict s 



Percent 
or Total 
School 

Districts 



Cumulat ive 
Percent of 
School 
Dt st rlct s 



<0. 
1 
2 
3 
4 



07f 



2 
46 
67 
44 
41 



0 . e% 

12.7 
18 .4 
12.1 
11 . 3 



0.0% 
13.3 
31.7 
43.8 
55,1 



5 
6 
7 
8 
9 



34 
23 
19 
11 
11 



9 . 4 
6.3 
5,2 
3,0 
3.0 



64. 5 
70.8 
76 , 0 
79.0 
82,0 



10 
11 
12 
13 
14 



6 

12 
5 
5 
1 



1.6 
3.3 
1.4 
1.4 
0,3 



83,6 
86.9 
88.3 
89 ,7 
90. 0 



15 
16 
17 
18 
19 



3 
6 
1 
3 
5 



0.8 
1.6 
0.3 
0.8 

1.4 



90,8 
92,4 
92,7 
03. 5 
94.9 



20 
21 
22 
23 
24 



1 
3 
4 



0.3 
0.8 
1.1 



95,2 
96.0 
97,1 



25 
26 
27 
28 
20 
30+ 



1 
1 
1 
5 



0,6 

0,3 
0.3 
0,3 
1,4 



97. 7 

98,0 
98.3 
98,6 
100.0 



Source* Stanford Research Institute, 
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Table 4 



NUIVmER OP INSTALLATIONS PER SCHOOL DISTRICT INVOLVED 

IN PL 874 CLAIMS 
1963 



Number of 
Ins tal - 
1 a t i o n s 



Numbei' 
of School 
Dist ric t s 
Claimi ng 



Percent 
of Total 
School 
Dl st rict s 



Cumula t iv€ 
Percent of 

of Total 
School 

Di St rict s 



1 

2 
3 

4 
5 



36 
46 
50 
86 
65 



5.1% 
6.5 
8.4 
12.2 
9.2 



5.1% 
11.6 
20.0 
32. 2 
41.4 



6 
7 

8 
9 
10 



69 
57 
72 
50 
64 



9.8 
8.1 
10,2 
7.1 
9,1 



51 . 2 
39.3 
69. 5 
76,6 
85. 7 



11 
12 
13 
14 
15 



47 
21 
17 
3 
1 



6,7 
3,0 
2.4 
0.4 
0.1 



02.4 
95,4 
97.8 
98.2 
98.3 



16 
17 
18 
19 
20 



2 
2 
1 
2 



0.1 
0,3 
0,3 
0,1 
0.3 



98, 4 
98 , 7 
99,0 
99 . 1 
99.4 



21 
22 
23 
24 
25 

Total 



1 

1 



704 



0.1 
0.1 



0.1 



100, 0* 



99. 5 
99.6 



99 , 7 
100 , 0* 



* Does not add because of rounding. 
SourcQ^ Stanford Research Institute. 
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Table 5 listi the percentage of total federal ADA accounted for by 
one to three of the installations against which a district *s largest 
claims were made in 1963, In only 30 percent of the school districts 
did one Installation account for 80 percent or more of the federal ADA, 
In 60 percent of the school districts, three installations accounted for 
80 percent or more of the fedeiml ADA, 

Number of School .Districts Affected by Large Installations 

Each of a significant number of the iargei^ installations affects a 
very large number of school districts. Consequently , the phase-out Impact 
of these large Installations is spread among the many schooi districts^ 
minimizing the effect on any one dlstriGt, An example is the Redstone 
Arsenal in Alabama, which has about 100 school districts claiming feder- 
ally Connected students. 



Ui'ban Population and Growth 



In the large urban areas where populations and school districts are 
usually large,' the propoi^tion of fedei^al ADA to total ADA tends to be 
relatively small. This fact and the relatively high growth rates in urban 
areas as against rural areas tend to minlTnlae the Impact of phase-outs.* 
An example of both factors working together is the San Francisco Unified 
School District in Callfqrniaj which had an ADA of about 80,000 in 1955-56 
when about 1,200 in federal ADA was lost because of the phase-out of some 
Navy housing. The large size of the district and the fact that its ADA 
was expanding at an avei^age annual rate of about 3 percent' completely 
over shadowed the phase-out , 

Expansion of Other Federal Facilities 

In many cases, the potential impact of a phasB-out was counter'- 
balanced by the expansion of an existing federal installation, or the 
creation of a new one. An example is in Richlahd and Pasco, Washington , 
where the reduction in the Hanford AEC Plant was balanced by expansion in 
other activities J such as the huge Columbia River Basin project. Another 
example is in Berea^ Ohio, where the phasing out of Cleveland Tank Auto- 
motive was offset by increased employment at a NASA facility as well as 
at other defense pi^oduction plants, 



* According to the Statistical Abstract of the United States , 1965, Ta- 
ble 20, U.S. Department of Conmierce , Bureau of the Census , there was 
a population increase of about 29 percent in tlie urban areas between 
1950 and I960, whereas there was a decrease of 1 percent in rural 
areas * 
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Changes In ADA and Entitlement in Affected Districts 



In a Sample of 722 school districts affected by phase-out, it was 
found that in 179| or 25 pei-cent, of these districts, th© decline in fed- 
eral ADA was not significant, becausei (1) the phase-^out did not result 
in a significant drop in entitled ADA-^-^either the reduction in force was 
small ^ or there were other federal Installations in the area t]\..i were 
growing; or (2) federal ADA was too small a percent of total ADA to make 
any difference, even if the proportionate decline in federal ADA was large. 
See Table 6. 

In about 62 percent of the cases where there were declines in 3(a) 
pupils, the declines were followed at some later date by a growth in the 
number of 3 (a) pupils. In about 57 percent of the cases where there were 
declines in 3(b) pupils ^ the declines were followed by Increases. These 
declines followed by growth indicate, to some extent ^ the teniporary nature 
of the declines j because of subsequent growth In the installations phased 
©ut , or because of growth in other installations in the area. 



Table 6 

EFFECT OF PHASE^OUT ON 722 SCHOOL DI^STRICTS 

Total ADA 



Did Not 

Declined Decline Totals 



Expected Relative Irnpact: 
of Fedei'al phase=Out* 

SiBnificant 123 420 543 

Negligible 17 162 179 

140 582 722 



* Cutoff points for significance were chosen by judgment as 
follows: federal ADA pi^lor to the phase-out had to be more 
than 5 percent of total ADA, and the phase-out had to result 
in a decline in federal ADA of at least 25 percent if federal 
ADA was between 6 and 15 percent of total ADA, and a decline 
of 10 percent if federal ADA was more than 15 percent of 
total ADA, 
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The problems caused by sigiiificant ciecline in entitlement may be more 
■or less severe because of trends in other sources of revenue and in ADA = 
Since the impact on entitlement may be cushioned by increasing entitle- 
ment per pupil for any remaining federal pupils in the district or by pay= 
ments -under Section 3(f), another indication of potential problems may be 
shown by the ratio of the dgclin© in federal ADA to total ADA, See Table 8, 
In this case, a declin© in federal ADA of more than 0,10 is considered the 
symptom of a potential financial problem * and from the table p 33 percent 
of the districts had one-yoar declines in federal ADA exceeding this level. 

From this historical investigation » we conclude that for most dis- 
tricts previously experiencing some phase-^out , serious financial diffl^ 
culty was rare, either beeause federal entitlemeut was not a significant 
revenue factor in the first place, or because the phase=out did not sig- 
nificantly reduce federal involvement. However, a minority of districts, 
possibly one-fourth, had sufficient federal ln\^olvement and sufficient 
change in federal entitlement because of the phase-out to have a potential 
revenue problem. A closer investigation of 45 districts, reported in the 
next chapter, indicates the conditions under which financial problems of 
different types were actually generated. 

In 77 percent of the 543 districts in which there was a significant 
decline in federal ADA, there was no decline in total ADA. The absence 
of decline may mean either that the families of t he "ex^f ederal pupils re- 
mained in the distj^ict, or that other forces were acting to cause growth 
in total ADA, counteracting the negative influence of the phase-out. 
Nevertheless, districts witJi significant declines in federal ADA were more 
likely to have declines in toial ADA than districts without significant 
declines in federal ADA.* 



In 23 percent of districts with declines in federal ADA, there was a 
decline in lotal ADA. In more than half of these cases, the decline in 
total ADA was followed by growth, indicnting that the effect of installa- 
tion phas©--out teiided to be temporary. 

Most of the phase-^outs were completed in one or two years. In about 
one-third of the districts, however, the blow was cushioned by the fact 
that the decline in federal ADA was stretched out over 3 or more years. 

If entitlement is a very small portion of total revenue, or if the 
decline in entitleinent is relatively small, then it is unlikely that a 
decline in entitlement will create a financial problem for the district. 
On the other hand, if ontitlement relative to the district's total ejcpen^ 
ditures on education is large, or if the decline is significant, then a 
financial problem for the district may emerge. These conditions are shown 
in Table 7; in 56 percent of the districts, the entitlement change in any 
year was never more than 0,05 of that year's total current expenditures on 
education. In only 23 percent of the districts was the decline in enti- ^ 
tlement greater than 0,10 of the total current expenses prior to decline. 
Severe financial problems were probably confined to this group. 



Application of x2 tost showed that declining ADA is statlsticnliy re- 
lated to federal phase-^out with better than a 99 percent degree of 
confidence. 
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Table 7 



PROPORTION OF ^DISTRICTS EXPERIENCING VARIOUS MXIMUM 
ONE -YEAR CMNGES IN ENTITLEi^ffiNT AS A RATIO OF TOE 



Enti tlement 
Change 
Relative 
to TCE* 



Proportion 
of 

Districts 
(percent) 



0,01^0,05 
0,06^0.10 
0.11-0,15 
0,16^0,20 
0.21^0.25 
0,26-0,30 
0,31^1,00 

Total 



56 , U% 
20,6 

7,6 

6,0 

2,2 

1.3 

5,3 

100, 0%t 



Ent . ^ ^ - Ent . ^ 
t+1 t 



TCE 



where Ent. ii 



Ent, 



t+1 



; entitlement in a given year t 

is entitlement in the follovvlng ^ year 



TCE is total current expenses of education in 
t 

in given year* 
Does not add to 100% because of rounding. 



t 

Source • 



Stanford Research Institute. 
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Table 8 



ERIC 



PROPORTION OF DISTRICTS EXPERIENCING VARIOUS MAXIMUM 
ONE-YEAR CHANGES IN FEDERAL ADA AS A RATIO OF TOTAL ADA 



Federal 

ADA ChanftO Propoi'tion 

nelative of 

to Total DlstrJcts 



ADA* CpercQnt) 



0.01-0.05 
O.OG-0,10 
0.11-0,15 
0,10-0.20 
0.21-0.25 
0.20-0.30 
0.31-1 .00 



Total 100,0% 




(3(a) + |3(b)) - (3Ca) + |3(b)) 



ADA 

t 

whore 3(n) is number of pupils under Section 3(a), 
PL 874 

3Cb) is number of pupils under Section 3(b) ^ 

PL 874 
t is a given year 
t+1 is the following yeari 

To eorreapond to entitlements, the pupils under 
Section 3(b) are counted as half-pupils. 

Source: Stanford nesearch Institute, 
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V FINANCIAL PROBLEMS OF 
SCHOOL DISTRICTS INVOLVED IN PIIASE-OUTS 



M ethod of Flnginclal ProblGin Meagurement 
General Approach 

Conclusions as to the financial problems created by past installa^ 
tion phase-outs are based primarily upon analysis of data obtained from 
45 school districts in 24 states. These 45 districts are representative 
of those that should have received the greatest impact from phase-^outs , 
The method of selecting this sample ^ and the types of data and the means 
for collecting them^ are described in Appendix B. A sunimary of the data 
collected for these 45 districts, with conclusions as to financial prob- 
lems created, is presented in Table 9. This chapter of the report is 
based mainly on th© quantitative contents of Table 9. Qualitative infor- 
mation obtained by m.alli telephone ^ and personal interviews is also 
included, where applicable. 



Revenue Pi^oblem Measurement 

Revenues include all receipts on a fairly recurring basis. The four 
types of revenue included in the present analysis are: state aid^ local 
property tax, otlier local revenues Cincludlng county) , and PL 874 net 
entitlements (other federal payments are not considered) . Nonrecurring 
receipts, such as those from bond issues, are omitted. Revenue problems, 
both actuaL and potential, are classified as very small, small, moderate, 
and large, as defined in the explanatory notes for columns in Table 9, 
A potential problem is considered to exist if there is a decline in net 
entitlement unaccompanied by a proportionate drop in total ADA. An actual 
pi-oblem is considered to exist when there is an actual decrease in reve- 
nues per ADA and there is evidence that the decrease was due to the phase- 
out.. The number of years duration of an actual problem, and the number 
of years after the drop in federal net entitlement before. such a problem 
emerged were determined from the available data for the sample school 
districts j and are indicated in Table 9* 

A potential or actual problem due to a phase-out does not necessarily 
arise because net entitlement decreases. Since a revenue problem arises 
only if revenue per pupil declines, changes in total ADA must be taken 
into account, If there is a decline in total ADA (see Column 10, Table 9) 
proportionately equal to the decline in revenue, there Is no decline in 
revenue per pupil and no revenue problem. Th^s is taken Into account in 
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LiiB Auj.i.uwj=iig Auijiiuj.a.j wnica was usea vo uerermme potential revenue prob- 
lems (PRP) on an annual basis: 



If ADA, < ADA^ , then 
t+n ~ t ' 



ADA 



PRP 

N 



N 



t+n 



S + L + E 

t _ t t 

ADA . 



ADA 



+ + LCR. [3a 



2 " /t+n 



ADA 



11; ADA > ADA , then 
t+n t ■ 



ADA 



+ + E 
t t t 

" ADA . 



S + L 
t t 



t+n 



ADA 



LCR^ (3a . I 3b) 



t+n 



ADA 



" t+n 



where: E - net entitlement 
L = local revenue 
S = state revenue 

LCR ^ local Gonti^ibution rate for PL '874 
3a = feclei^al ADA, Section 3(a) pupils 
3b = iederal ADA, Section 3(b) pupils 
Ada ^ total ADA 

t = the year just prioi- to the start of the major portion of 
the phase-^out 

t+n = the year In which the major portion of the phase-out 
terminates 

N s number of years duration of major portion of phase^out. 



Expenditure Problein Mgasui^ament 

Total current expend! turas on education (TUE) include all normally 
recurring current expenses such as teachers- salaries^ administrative 
expenses J payments for operating the school cafeteria^ transportation 
costs, and workbook funds-. Nonrecurring items such as permanent improve- 
ments and building construction (even where periodic paymentB are made 
into a fund for such purposes) ^ are not included. 

As was mentioned previously, in Chapter III, expenditure problems 
arise when thei^e is a reduction in total AM because of the phase^out^ 
and TOE per-^ ADA increases. This increase in TCI per ADA ^ however, must 
be the result of an inability to reduce costs proportionate to students, 
and not the result of having more money per student available and decid- 
ing to expend it. Where there is no decrease in ADA there can be no 
expenditure problem due to phase^out. 
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DATA SUMMARY" RRMTING TO FINANCIAL PROnLEMS UESULTING 
FROM PIIASE-OUTS FOR 45 SELECTED SCUOOL DISTRICTS 
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Expenditure problems are classified as very small, smalls moderate, 
and large, as defined in the axplanatory notes to Table 9. The number of 
years duration of problems were determined from, the data, and the results 
were indicated in Column 16 of Table 9. 

There were general trends upward in costs of edUGation in most areas j 
so that some increase in costs per pupil would be expected. These expected 
increases were considered in our analygiSj in determining whether there 
was a problem? absolute changes found in the school districts were divided 
by average annual increases per pupil found in each state. Consequently j 
if an inGreasG in expenditures per ADA is found in a particular year^ but 
the state average increase is equal to or greater than this change, there 
is no actual expenditure problem for the purposes of this study, 

A more ©Kaet statement of the method to detei^mine the existence of, 
and measure the magnitude of, expenditure problems is given by the follow^ 
ing formulae 

For each phase-out ymr (t+1) in which ^^^.^{^^ ^^^^ ^t+T" ^^^WR^i 

TCE TCE 
Expenditure Problem _ ~t _ t+l 

^ ADA ^ ADA"^ (l+k)ADA^^\^ 

if the latter term, in brackets is negative, and where 
ADA = total ADA 

TCE = total current eKpenses of education 
R = total recurring revenues 

k - percent increase in state costs of education^ from time t to 
t+1 . 



Debt Service Problem Measurement 

The conditions under which debt service ^ problems arise were listed 
in Chapter III. These conditions, in addition to the personal statements 
of school adminis-trators in the field interviews conducted for this study ^ 
were considered in the data analysis in reaching conclusions as to whether 
significant debt service problems actually existed* Conclusions as to 
the existence of such problems ^ along with their duration in years ^ are 
shown in Table 9, Column 20, 

There are a few states j such as Alabama^ Kentucky, and Florida, that 
give money to school districts for debt service payments. These actions 
were taken into account in the analysis. 
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pptential vs Actual Revenue Problems 



or the 45 distviets in the sample^ 33 had potentlnl revenue probloms 
that wer© due to a phase-out. The other 12 could not have hnd such prob- 
loms because total ADA rell at least proportionately to declines in ledoral 
not en ti tlenient , The magnitudes of the 33 potQntial problenis* are as 
fol lows : 



Number of Districts 
With Potential 
Size oX Problem Problems 



Very S infill 
Snial 1 
Moderate 
Large 

Total 



4 
22 
5 

_2 

33 



Only 8 oi the 33 districts with potential problemj had actual problems 
(see Column 15, Table 9). Five districts had problems lagting for one 
year onlyj and 3 districts had problems lasting for two years. Of these 
8 districts^ 6 had small and 2 had moderate problems. 

Table 9 indicates that there was no significant time lag between 
(1) the reduction in federal ADA and net entitlement, and (2) the creation 
of an actual problem. It may be concluded that actual problems seldom 
emerged as the result of = phase-outs , and that when they did, they were 
short-lived. Even in the five example school districts given in Chap-^ 
ter III^ which had Bovore Gconomia depression effects on their communities 
because of the phaso^outs, only one had an actual revenue problem^ and 
it w^as moderate in si^e (Progque Isle, Maine) , Two of the five could not 
have had revenue problQm^ since their ADA decreased proportionately to 
the decrease in revenues (La, #204 and #206). Two othei^s had potential 
revenue problems that were not actualized: Mojavej California (ProJ-- 
ect #501), and Astoria, Oregon (Project #20). In the former district, 
private firms moved quickly into the federal property and raised the tax 
base significantly. In addition^ the achool district received federal 
funds as a result of applying PL 874, Section 3(f), In Astoria, Oregon, 
state aid went up significantly; and even though the tax base did not 
increase to any great extent, assessed value per ADA did rise substan-^ 
tially because of n aignificant drop in total ADA. 

Although the various factors tending to raise revenues are discussed 
in the following subsection, it will be seen that the two main forces are 



Each problem could last on© or more years, depending upon the duration 
of the major portion of the phase-out. (See Column 9j Table 9.) 



Increases In state aid per ADA, and local proporty tax rGvenues per ADA, 
'Table 10 illustrates this fact. The median value ol the annual change 
in state and local revenues during the time of the major pro lions of the 
phase-outs was a minus 2.6 percent for districts whose potential problems 
were actualized; wliereas^ for districts whose potential problems were not 
actualized^ the median value was a plus 14,7 percen.t, In othGr words, in 
most cases there was a significant increase in state and local revenues, 
and th.eae did offset the negative revenue effects of phase-outs in most 
cases. However j regarding the incT' ibqb in local revonuej the study i'ound 
two factors that operated to prevent a rapid response in tax rates: 

1, Since increases in assessed value are brought about by the activi 
ties of local tax atiminis trators ^ there is oonsiderable lag in 
plaging such property on tax rolls and making reassessments in 
districts where such administrators are inadequately trained or 
overburdened because of lack of staff. In general , the poorer 
quality of administration was found in the rural districts. 

2, Some states have regulations or organisational structures that 
prevent local tax effort from responding to the needs of the 
school district. For example j in Alabama j a school district must 
liave permission of the state legislature to increase the exist- 
ing level of millage. In Tennessee^ since the school systems 
are a part of city and county governments ^ they have no taxing 
authority of their own, Hence^ local responsiveness to changing 
educational needs is diffiGult to separate from other varying 
requirements of local government. 



Factors Alleviating Potential Revenue Problems 

There are six main factors that could ^ and quite often do, contrib^ 
ute to the alleviation of potential revenue problems. Such factors , when 
tiiey were the main alleviating causes, are indicated in Table 9* Column 18 
The six factors are: (1) increase in the local property tax rate; (2) re= 
assessment of local property values; (3) increase In local property tax 
assessments per ADA, because of additions to the tax base; (4) increase in 
state revenue per ADA; (5) significant increase in the LCR for PL 874 pay= 
ments; and (6) receipt of rovenues based on PL 874 Section 3(f), The ac- 
tual application of the six factors in the 33 sample districts that had 
potential problems is discussed below* In addition to these factors , re- 
ceipt of phase-out funds from application of the PL 874 Purtell Amendment 
is also analyzed J even though such revenues are not true receipts result- 
ing from an outside response to a phase-out, A few school districts re- 
ceiving windfall PL 874 payments built up surplus funds that they used 
(or could have used) in balancing off losses in net entitlement receipts 
due to phase-outs. This is not considered to be a main factor, In most 
cases J in alleviating potential revenue problems^ and is not included in 
the six factors analyzed here. 
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Table 10 

REL4TI0NSHIP BETWEEN CMNGES IN STATE AND LOCAL liEVENUE PER 
ADA AND ACTUALIZATION OF POTENTIAL REVMUE PROBLEMS 



Changes in 

State cind Dlgti^lcts With Potential Problams 

Local Revenues /ADA Ac^tualizetl Not AGtuaiized* 



< 0 


6 


0 


0-4.9 


0 


2 


5-9.9 


0 


7 


10 = 14 ,9 


I 


5 


15-19.9 


0 


5 


20-24 .9 


1 


4 


25-29.9 


0 


0 


30-^34 ,9 


0 


2 


35-39*9 


0 


1 


40-^44 .9 


0 


1 


50-54.9 


0 


1 


I]isiiJ; f ia ien t DBta 


0 


1" 


Total 


8 


29 



* IncluclGci are four ells ti^ lets that had actual prob- 
lems in some years j and potential but not actual- 
ized problems in other years. The data in this 
column cover the years during which there were 
p o t en t i a 1 pi* o b 1 mm ; 

Source: Stanford Research Institute, 
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lii most cases j the six factors operated in combination to allGviate 
potential revenue problems . Of the 29 districts where there were poten- 
tial revenue problems not fully actualized, 5 had one factor, 14 had two 
factors, 8 had three factors, and 2 had lour facLnrs Dperating, 



IhcreasQS in Local Property Tax Rates 

In 11 of the 29 districts, an increase in the local property tax 
rates was one of the factors that precluded potential I'evenue problems 



Reasgegsments of Local Property Values 

Only in 6 of the districts was reassessment of local property values 
listed as a major factor in alleviating potential revenLie problems. This 
factor is therefore very unresponsive to the financial needs of a school 
district, for reasons mentioned above. 
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Increases in Local Property Aasessmgnt^alues per hPh 

In most of the districts in the sample ^ property assessments (tax 
base)f due to new propertias being placed on the tax rates, rose through^ 
out the years of the phase-^outSj as well as subsequently. These rises 
were mainly due to the generally aKpandlng economy and population growth 
prevalent throughout the United States. Only in those districts where 
the local economy was significantly depressed was there a decline in 
assessed value, but the decline was usually of short duration. One reason 
for the increasing values in some districts was that the federal installa- 
tion became part of the tax base. When federal housing projects and manu-- 
facturing and assembling plants are sold to private owners, the property 
fairly quickly gets onto the tax rolls. An example was in Revitonj Wash^ 
ingtont where Boeing purchased from th_e federal government the land and 
factories it had been using all along. The new assessed valuation under- 
private ownership pi^oduced more tax monay than PL 874 » 

Table 9 shows that of the 29 districts having potential revenue prob-- 
lems J 15 or over half had significant increases in assessed value per ADA.. 
Th'uSj normal economic growth forces tended, in most eases ^ to help neu^ 
tralize the im.pact of phase^outs. 



Increased State Aid Program Revenue per hPk 

Increased state revenue per ADA was by far the most conmion factor 
helping to alleviate potential revenue problems: 20 out of the total of 
29 districts listed this factor (see Table 9) . As discussed in Chap^ 
ter III, such increases would not be expected when phase^out has resulted 
in Increased assessed value or increased wealth per pupil. This viewpoint, 
howeverj considers changes only in pupils or in district resources j ' but 
omits dynamic f actors--chanfes in the aid formula itself, increases in the 
per pupil level of state support ^ and the effects of lagged variables. 
And it is these factors that are primarily responsible for inrreasing per 
capita aid. 



Table 11 aiimmarizes the probable raasoni foi- increased state aid per 
ADA in the 20 districts. In six states, aid Is given larggly in flat 
grant form; the Hat per pupil allotments were increased, over the years 
ejcamined, because of total fund growth. One state changed its whole lor- 
mulaj and as a result, its payments. Pive states with equalization for- 
mulas raised Ihoir BUpport levels and hence the mandated per pupil expen^ 
ditures. And three states employed lagged variableSj thus postponing by 
one or two years any reaction to changes in local conditions. In one case, 
a change was effected through offsetting PL 874 funds in the state aid 
formula , 

Because of the strong tendency of most states to increase per pupil 
assistance, it is reasonable to expect that state aid will continue in 
the foreseeable future to be a major force alleviating potential revenue 
problems , 



Increases in the LCR 

There have beon gradual increases in the Local Contribution Rate 
(LCR) in most years and for most districts since the inception of PL 874* 
However, these '^lormal" increases cannot be classified as having been a 
main factor in alleviating potential revenue problems mainly because of 
the number of federal pupils reduced by the phase-out. However , in 1957, 
there was a drastic increase in the LCR, which more than doubled in many 
cases. These increases were the result of adding, to the options avail^ 
nble In sotting the XiCR, the use of one-^half the national average.* Thtsse 
options and a more detailed discussion of the LCR are contained in the 
previous SRI study on PL B74, 

In the sample of diBtricts represented in Table 9, an increase in 
LCR was n main factor in alleviating or minimising problems in only 
6 districts of the 29 that had potential revenue problems not fully actu- 
alized, Since such a large increase is needed before increased LCR can 
bocome a main factor, since the increase in 1957 was a one-time event, 
and since increases of such magnitudo probably will not occur in the 
future, LCR variation can bo eliminated as a future principal minimizing 
factor . 



Application of PL 874 Section 3tf) 

A general duscription oi; Section 3(f) was given previously, in Chap- 
ter III, Theoretically, Section 3(f) appears to offer a solution for most 
problems that result from impact due to federal installation phase'-outs, 
However, the Section does have the limitations discussed in Chapter II. 



ERIC 



■* In the first year ot this change , the option was one^half the average 
under PL B74 » In the next year, it was changed to nne'-half the national 
average , 
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TnblG 13 

PROBABLE PHINCIPAL REASONS FOR iNCREASEn STATE AID 
PER PUPIL IN SAMPLE DlSTRICTB 



District 



Aid Program 
Largely Flat 
Grant , Which 
InereaSGci 



Now 
Formula 



Now 
Equal 1- 

zat ion 
Supj.Kna 

Lovul 



Lair^inK ni: 
VariahlDS in 
CalcLilat ions 



or fsettinu 
Foi'mul a 



ArkanBas #23 
Calirprnia #130 
Cgnnectlciit #4 
MichiR'an #1 
Misaiasippi #2 
Now Jorsey #6 
North Carolina #502 
Ohio m227 

Ohio moi 

OrcMJuii #20 
Tennessee #3 
TcnnesseG #8 
Toxiis #10 
Texas #41 
TexaB #238 
Toxas #453 
Virt^lnia #3 
WaBhiimton #1 
Wn.^hinfftnn #21 
Wii^ lin^Lon #44 



X 
X 



X 
X 

X 
X 
X 
X 
X 
X 



Tntal 



11 



10 



SaurcD! Stanfoi'd Research IiiHtituto, 
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Seven districts out of the sample included in Table 9 claimed and 
received funds undex^ Section 3(f) . In 6 of the 7 districts » . Section 3(f) 
payment was one of the factors that prevented actual revenue problems. 
One claim covered an expenditure as well as a debt service problem, and 
three claims covered expenditure problems as well as potential revenue 
problems. Two of these latter claimants were still left with aetu-al reve-- 
nue problems even after receiving Section 3(f) revenues. 

In the field interviews conducted for this study, we found that nearly 
all school superintendents svere familiar-with Section 3(f) . However^ cer^ 
tain aspects of their knowledge and attitudes af feu ted the receipt of 
Section 3(f) revenues. School BUperintendents , in general ^ were found to 
have little understanding of what constituted a legitimate case for a claim 
under Section 3(f) , The major questions were: "What is a substantial 
change ?" "What are reasonable economies ?'' and "What is inadequate fore - 
warning of the phase-QU t? " They seemed to know of no guidelines to the 
criteria used in deciding upon applications made under Section 3(f). 
Claims were usually made upon the advice of either state educational rep- 
resentatives or local Congressmen, In somewhat less urgent cases j a claim 
may or may not have been madCj depending upon the attitude of the school 
administration and particularly on its awareness of the provisions of 
PL 874. There appeared to be no knowledge of what constituted "standard 
practice" in these cases. As an illustration of this point j a superintend 
dent related his experience in a "less than critical" case. In this fed- 
eral phase^out, at least two other school districts were affeotedj though 
somewhat less than his own. They' made Section 3(f) claims , and received 
'funds. He did not. His decision against making the claim was based upon 
his conviction that nearly all the problems arising from this phase^out^^ 
for himself and the other dis trie ts^--could be largely eliminated with pru- 
dent management* The coming phase-out had been known by all for some 
12 months in advance ^ and the super in tondent thought this provided adequate 
time to take action. So the school district with greater impact solved its 
own problems j and those with somewhat less impact received federal assis^ 
tance. 



Applicability ot^jlie Pur to 11 Amendment 

The Purtell Amendment to PL 874 was applicable to only seven out of 
the 45 sample districts included in Table 9 (see Column 14) , indicating 
that in the majority of phase'-outa, federal ADA did not drop below the 
3 percent threshold level required (see Chapter III for discussion) . 
Several districts were not included because, even though phase^outs re^ 
suited in their federal ADA dropping below the 3 percent threshold require- 
mentj the drops took place before the amendmer t was put into effect, Still 
others were not included because their federal AM, when it did drop below 
the 3 percent level, dropped to zoro. In this latter casej no payments 
were made, since they were based on the actual number of federal ADA re^ 
maining in the district. There are several llmitatlonB to the Purtell 
Amendment as a snlution to the financial problems resulting from phase- 
outs, These weaknessus are discussed in Chaptur II, 
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Expenditure Problems 



Of the 45 districts shown in Table 9, there were 17 that had expen- 
diture problems. However j only 28 could have had such problems under the 
problem definitions used in this study, since 17 districts did not have 
declines in total ADA.. Ten districts had actual increases in ©xpendltures 
per ADAj but analysis of available data indicates that the increases prob- 
ably were not due to an inability to reduce costs proportionately to 
deci'eased ADA . 

Three of the 5 districts listed in Chapter III as experiencing sig- 
nificant depressing economic effects because of phase^outs had expenditure 
problems resulting from decreases in total ADA. The*se were La, #204, 
La. #206, and Calif, #501. Main© #1007 had no reduction in total AM; 
for Oregon #20, even though it had a reduction in total ADA and an increase 
in expenditures per ADA ^ there is evidence that the increase was voluntary. 

The average magnitudes of the expenditure problems for the 17 dis- 
tricts ranged from small to large: 4 were small, lO were moderate, and 
3 were large. As shown in Column 16, Table 9, the problems did not last 
more than two years, and the great majority lasted only one year. 



Debt Service Problems 

As is shown in Table 9^ Column 20 , there were only four districts 
that had significant debt service problems, and the duration of the indi- 
vidual problems was no more than two years . The general absence of such 
problems indicatas the relatively low percentage that debt service .was 
of total revenue, at the time the phase^outs began---averaging about 
7.9 percent (see Column 22, Table 9)-^-and also indicates the relatively 
small reductions in total revenue per ADA, The absence of debt service 
problems also probably indicates that construction caused by federal In-- 
volvement was done with PL 815 f unds j which does not result in a debt 
service. In two of the four districts with debt service problemSj the 
proportion of debt service to total revenue was very high (14.6 percent 
and 17.2 percent), even though the expected decreases In revenue per year 
were fairly low (2 percent and 3 percent respectively) . In a third case, 
although the proportion of debt service to total revenue was about average 
(6,9 percent), the expected drop in revenue was very high^--ll percent for 
one year. Data were not available for the fourth case to determine the 
proportion of debt service to total revenue; the existence of the problem 
was based primarily upon statements from personal Interviews in the field. 

District and Installation Characteristics Related to Problem Causation 



Seven principal characteristics of school districts and of federal 
installations and their phase-outs, which possibly could contribute to 
the emergence of financial problems, were studied in some depth for the 
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45 sampl© districts. Th© results of the analyses are tabulated in Col-^ 
umiis 1 through 13 in Table 9, with the exception of Colunm 10. Th© changes 
in total ADA (Column 10) are considered not to contribute^ since they are 
taken into account in determining whether the problems could or did arise. 
The seven characteristics are: (1) size of the school district, (2) looa^ 
tion of the federal ins tallation j (3) type of federal installation and 
employment, (4) amount of forewarning given to the school districts^ 
(5) the federal involvement^ and the magnitude and duration of phase^outj 
(G) the urbanization of the area, and (7) the economic growth status of^ 
the area. The relation of each of these characteristics to financial prob^ 
lem- creation is discussed in the following subsections. In many cases , 
more thaii one characteristic would be involved. 



S^lze of School District 

Of the 45 die trie ts in the sample j 8 wei^e small in sizej 28 were 
medium, and 9 were large (see Column 1, Table 9). There seems to be a 
relation between small districts and the existence of actual revenue and 
eKpenditui'e problems ^ although the statistical test does not show depen^ 
dence at 90 percent confidence levels , Table 12 shows that ther-e were 
actual revenue problems in 11 percent of the large districts j 14 percent 
of the medium^slze districts, and 38 percent of the small districts. There 
were expenditure problems In 33 percent of the largo districts^ 36 percent 
of the Ttiedium^^s Ize diBtrictSj and 50 percent of the small districts. We 
expect expenditure problems to arise more often in small districts j because 
of scale economies that make costs more inflexible. More revenue problemB 
arise because federal ADA tends to be a larger percentage of total ADA ^ 
prior to phase^out, in small districts. 

Location of Federal Installation 

In 30 of the 45 sample cases, the federal installations that were 
phased out were located inside the district, and in 12, they were located 
outside. In one district^ the installation was located both inside and 
ouiBide, and for two districts insufficient data were available. Table 13 
Indicates that there were actual revenue problems in 33 percent of the 
districts that had the ins tall ations located outsidei whereas only 10 per^ 
cent of the districts having the installations located inside had such 
problems. These figures indicate a correlation between an "outside'' loca- 
tion and actual revenue problem creation, and the statistical x2 test 
showed dependencG at the 90 percerit confidence level. Table 13 also indi- 
cates that none of the districts with the federal installations outside 
had expenditure problems; whereasj53 percent of those with the installa-- 
tions inside had expendit.ure problems. These figures show a definite ^ 
correlation between "inside' locations and expenditure pro'i^lem cruation, 
and this correlation is verified by the statistical test at the 90 per-- , 
cent confidence level. The two correlations are seen to be opposite; out-^ 
side location of the installation causes a revenue problem, and inside 
location causes an . expenditure problom. A facility being outside the 
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Tabl© 12 



PROBLEM CRMTION RELATED TO SCHOOL DISTRICT SIZE 
(Based Upon a Sample of 45 Districts) 



Actual Problem Created 
School (No, of schqoj. districts) 

District 
Size 



Small 

Mediuni 

Large 

Total 



Source: Stanlord Research Institute. 



Table 13 

PROBLEM CREATION RELATED TO LOCATION OF 
FEDEML INSTALIATION PHASED OUT 
(Based Upon a Sample at 45 Districts) 



Revenue 

Yes No ~To¥al 



3 


5 


8 


4 


24 


28 


1 


8 




S 


37 


45 



Expenditure 
Yes No Total 



4 


4 


8 


10 


IS 


28 


3 


e 




17 


28 


1 45 



Location ol 
Ins tal lation 



Yes 



Actual Problem Created 
(No. of school districts) 



Revenue 



No 



Total 



Expenditure 



Yes 



No 



Total 



Inside 
Outside 
Inside and 

Outside 
Unknown 



3 
4 

0 
1 



27 



30 
12 

1 
2 



16 
0 

1 
0 



14 
12 

0 
o 



30 
12 

1 

2 



Total 



37 



45 



17 



28 



45 



Source: Stanford Research Institute. 
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district contritautes to revenue problems, because such districts tend to 
be residential, with few alternative revenue soui^ces , and the pupils tend 
to remain in the district; whereas, having a facility inside the district 
contributes to expenditure problems, because such districts have larger 
federal involvement, tend to be military, and therefore tend to lose pupil 

Type of Installation 

Qualitative data gathered in the field in the eourso of the study 
indicated that there were different effects upon the conununity and the 
school district depending upon the type of installation phased out: a 
military base (whose high pei^centage of military personnel and permanent 
civil service employees tend to leave the district); a construction proj^ 
ect (of whose employees many leave but many remain) ; and a manufacturing 
or assembling plant (some of whose personnel usually leave but most of 
whom remain). Column 3 in Table 9 indicates the type of installation ^ 
and Column 4 the type of employee. Since there is a high correlation 
between type of installation and type of employee , only the data on type 
of installation are analyzed here, to see if there was any correlation 
between type of installation and problem creation. 

As shown in Table 14 (as well as in field trip results) , there is a 
greater tendency for revenue problems to arise in manufacturing plant 
phase^outs then in phase-outs of other types of installation. (The x2 
statistical test, however, shows no dependence between types of installa- 
tion and revenue problem creation at the 90 percent confidence level.) 



Table 14 



PFiOBLEM 


CREATION 


RELATED TO 


THE TYPE 


OF 






PEDEimL 


INSTALLATION 






(Based 


Upon a Sample of 45 


Districts) 








Actual Problem Created 




Type of 




(No, of school districts) 




Ins talla tion 


Revenue 


Expenditure 


or Activity 


Yes 


No Total 


Yes 


No 


Total 


(A) Military bLse 


1 


10 11 


6 


5 


11 


(B) Hdusing 


0 


8 8 


3 


5 


8 


(C) Construction 


1 


7 8 


4 


4 


8 


(D) Manuf ac turing 


3 


7 10 


:l 


9 


10 


(E) Other 


0 


4 4 


1 


3 


4 


(F) Combinations 


3 


1 4 




2 




Total 


8 


37 45 


17 


28 


45 



Sourcei SLanJ'orcl Raseurch Institute. 
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This greater tendency might be because employees stay in the area 
for some time before other new jobs are generated. Although persons con^ 
nected with housing pi^ojects also usually stay in the areaj fewer revenue 
problems occur, possibly because of the rapid transfer of the housing 
property, as well as other new residences, to the private tax base. Ta- 
ble 14 and the field interviews also indicate a higher tendency for expen-- 
diture problems to occur in military base and construction phase^outs 
relative to the other types, even though the statistical x2 test does not 
show dependence between type of installation and the creation of expendi^ 
cure problems at the 90 percent confidence level . This greater tendency 
would be expected J since personnel tend to leave the area to a larger 
degree in the case of military base and construction phase^-outs 

Amount of Phase -Out Forewarning 

Table 15 indicates, for the 45 sample school districts, the relations- 
ship between amount of forewarning of the phase^out and the creation of 
revenue and expenditure problems, Out of the total 30 districts for which 
data were available for forewarning^ 23 had adequate forewarning and 16 had 
inadequate forewarning, (For definitions of adequate and inadequate see 
explanatory notes to Table 9.) The data in Table 15 imply that there i 
no correlation between amount of warning and a resulting revenue problem, 
indicating that local and state revenue response is not generally affected 
by amount of forewarning. Concerniiig expenditure problems, 38 percent of 
the districts that had inadequate warning had such problems, and 39 percent 
that had adequate warning also had problems . These nearly identical pei^^ 
centages with and without adequate warning indicate that there was no cor^ 
relation between forewarning and the creation of expenditure problems , 
However, it is known from the field trips that certain action? could be 
taken and were taken in some districts to reduce costs when thei'e was fore^ 
warning of an ADA reduction. 

Table 15 - 

PROBLEM CREATION RELATED TO AMOUNT OF 
FOREWARNING AS TO PHASE-OUTS 
(Based Upon a Sample of 45 School Distric.ts) 

Actual Problem Created 
(No. of SGliool_dj.striGt&0 



Amount of Revenue Expenditure 



Forewarning 


. Yes 


No 


Total 


Yes 


No 


Total 


Adequate 


3 


20 




23 


9 


'14 


23 


Inadequate 


2 


14 ' 




16 


6 


10 


16 


Unknown 


3 


_3_ 




_0 


2 


4 


0 


Total 


8 


37 




45 


17 


28 


45 


SourcG I Stanford 


Research 


Institute. 
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Federal Involvament and Magnitude and Duration of Phase-Out 



Table 9^ Columns 6 and 7^ indieates that the sample of 45 school 
districts analyzed had a relatively high degree of federal involvement 
before the phase'^outs began. Federal ADA averaged 34 percent of total 
ADA, and net entitlement was 11 perGent of TCE. On the average, federal 
Ada, or net entitlement, decreased by two-thirds duriilg the phase-^outs . 
In 30 of the 45 districts, the major portion of the phase-^out lasted for 
no more than two years , 

Table 16 includes the relationship between creation of revenue and 
expenditure problems ^ and the magnitudes and duration of the expected 
annual decreases in entitlement revenues = Twenty-one districts , almost 
half, had expected annual revenue decreases of 3 percuit or less, lasting 
two years or less; 16 districtSj over one=-third, had expected annual 
decreases of 4 porcent or more . There were no districts with expected 
decreases of 7 percent or more which lasted more than two years , 

The sample of 8 districts that had actual revenue problems is too 
small and its distribution too wide to draw any definite conclusions 
regarding the correlation of such problems with the magnitude and duration 
of the expected i-evenue decreases from phase^outs. However j the data 
in Table 16 prompt the following implications: (1) the longer durations j 
over two years, do not seem to Indicate a greater tendency for actual prob- 
lems to arise; (2) there is no indication that revenUG problems are more 
likely to arise as the ratio of decline in entitlement to total revenue 
increases. There is some indication that more expenditure problems arise 
when the expected annual revenue decrease is 7 percent and over. 

Urban iz^at ion of the Community 

As shown in Table 17, two--thirds of the school districts in the 
sample were located in large urban centers (cities of 100,000 population 
or more), or were within commuting distance of such cities, One^third 
of the districts were relatively isolated from an urban center. It was 
found that being oriented to such an urban center was a significant help 
in preventing revenue problems from arising. Table 17 indicates that dis*- 
tricts not in, or within conunuting distanee of, a large urban center are 
more likely to have revenue problems than urban-oriented districts.* 

Several aspects of the urban environment probably contribute to the 
lower &usaeptibility to revenue problems i (1) the higher per capita 



* Table 17 'Shows that 3 out' of 10 districts not urban'-oriented, and 1 out 

of 10 urban^oriGnted districts, can expect to have revenue problems. 

The difference is statistically significant at the 90 percent confi- 
dence level* 
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Table 16 



PROBLEM CREATION RELATED TO THE ANNUAL EXPECTED DECREASES 
IN REVENUES OVER VARYING tim DURATIONS 
(Baled Upon a Sample of 45 School Districts) 



Actual Problem Created 
Annual Expected (number of school di strict b) 

Decrease in Revenue Expendltjui^e 

Revenues k Duration Yes No Total Yes No Total 



1% or less for all 

durations 1 9 10 0 10 10 

2 and 3% for 2 yr 

duration and less 1 10 11 5 6 11 

2 and 3% for over 

2 yr duration ' 2 6 8 '3 5 8 

4^ 5j and 6% for 

2 yr and less 3 4 7 3 4 7 

I 

4, 6, and 6% for 

over 2 yr Oil 0 1 1 

7% and over for 

2 yr and less 17 8 6 2 8 

7% and over for over 

2 yr 0 0 0 0 0 0 

Total " 8 37 45 17 28 45 



Source: Stanford Research Institute, 
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Table 17 



PROBLEM CREATION RELATED TO TOE ECONOMIC STRUCTURE OP 
THE SCHOOL DISTRICT AEIA 
(Based Upon, a Sample of 45 Districts) 



Actual Problem Created 



Economic 
Structure 
of the Area* 




(No, 


of school 


dis tricti 


0 




Revenue 




Expenditure 


Yes 


No 


Total 


Yes 


No 


Total 


A-1 


2 


15 


17 


6 


11 


17 




1 


4 


5 


2 


3 


5 


A-3 


0 


7 


7 


2 


5 


7 


B-^1 


4 


10 


14 


6 


8 


14 




1 


1 


2 


1 


1 


2 


B-3 


0 


_^ 


_0 


0 


_0 


0 
















Total 


8 


37 


45 


17 


28 


45 



* See eKplanatory notes to Table 9 for definition 
of types , 

Source: Stanford Research Institute. 



incomes make it easier to raise tax rates when confronted with potential 
problems I (2) economic and demographic growth is concentrated in the urban 
areas,* which means that new aQtivities are more likely to replace a phased 
out federal facility in such areas j and that assessed values are more 
likely to be rising from all causes; and (3)" urban populations tend to be 
more mobile ^ so that if compensating economic opportunities did not ariise 
to replace federal employment^ the families would be more likely to leave, 

Euonomic Gr o wth Status of the Area 



The 45 school di.'Btricts in the sample were divided according to their 
level of economic growth (Column 13, Table 9). A s tagnant-to--low level 
was referred to as "low," and a modGrate-^to^high level was referred to as 



* Fvom 1950 to 1960j population grew 29 percent in urban arena ^ and 
declined by 1 percent in rural areas. 
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■'high." Of the 45 districts, 27 were classified as having high levels 
of economic growth, and 18 were classified as having low levels, 

Table 18 presents data that compare revenue and expenditure problems 
to the level of economic growths The data indicate no statistically sig^ 
nificant relationship between revenue or expenditure problems and economic 
growth . 



Table 18 



PROBLEM CRMTION RELATED TO THE ECONOMIC GROWTH STATUS OF 
TOE SCHOOL DISTRICT AREA 
(Based Upon a Sample of 45 Districts) 



Economic 
Growth 
Status of Ai^ea 



Actual Problem Created 
(No . of school dy tricts) 



Revenue Expejidi ture 



Yes 



No Total Ye s No To t a 1 



Low 
High 



4 
4 



14 
23 



18 
27 



8 
9 



10 
18 



18 
27 



Total 



8 



37 



45 



17 



28 



Source: Stanford Research Institute. 
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Appendix A 



COMMENTS ON THE SCHOOL DISTRICTS INCLUDED IN TABLE 9 



Alabama ^20: There were about 16 federal installations affect-- 

Ing lederal ADA in the middle 1950s, most of them 
being coniiected with TVA. The federal ADA decrease 
was due mainly to construction phase--outs at the 
Wilson Dam and Reservoir and the Colbert Steam 
Plant J although there were smaller changes in sev- 
eral of the other installations. Another period of 
decrease in federal ADA* starting in 1963, is not 
considered in this study. 

Total ADA remained fairly constant throughout the 
main 4--year phase--out period. It then dropped about 
11 percent four years after the phase-out began, 
indicating a lag between the moving-'out of families 
and the initial unemployment increases. 

i 

When a federal housing projeut was closedj many of 
the people moved to other school districts, account- 
ing for a drop in total ADA of 43 percent over a 
2-year period. The phase-out, at a later date, of 
Benicia Arsenal did not significantly affect the 
federal ADA of the school district, since most of 
the employees who lived in the district obtained 
employment at one of the many other federal instal- 
lations within commuting distance, 

California #27: Several federal housing projects were phased out 

during several years, causing an overall drop of 
about 6 percent in total ADA* Most of the families 
moved to other locations farther from the school 
but still in the school district. Most of the 
pupils involved were Section 3(a) pupils who became 
Section 3(b) pupils. Phase-out of Benicia Arsenal 
did not affect the school disti^ict becai^ne of a 
simultaneous rise in employment' at Mare Island Ship- 
yai'ds . 

California #33* Camp Stoneman ,was a staging area. When the military 

families left after the Korean War, they were re- 
placed by others because of the general economic 
expansion of the surrounding area* Therefore, there 
was no decline in total ADA, Tho decline in net 



Arkansas #23: 



California #18: 



Califoi^nia #130: 



Calirornia #501: 



Connecticut #4: 



Inciiana ^407: 



Kentucky #35: 
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entitlement was more than offset by incr^jaHL.^ in 
assessed value because of the arrival PG&E, Any 
potential problem was also minimized by payment in- 
lieu^of-taxes by the county, which took over the 
Camp Stoneman land for a few years. 

The school district is a medium-to-low- rent housing 
area with a very high turnover- and with the highest 
school tax rate in the country. The phase-out of 
several squadrons at the Naval Air Station caused a 
small decrease in federal ADA for one year only, 
although total ADA went up significantly. Later 
decreases in federal and total ADA were not due to 
any installation phasa^out but to the fact that as 
people became more affluent in the early 1960s, 
they moved to better housing areas. 

Federal ADA came mainly from Edwards Air Force Base 
and the Air Station* The phase-^out of the Air Sta-^ 
tion was totally unexpected; the town was gearing 
itself to an announced $80 million expansion program 
at the Station, The population of the city was 
reduced i and there is still a vacancy rate of about 
75 percent for small establishments. 

There were two phase-outs that affected the school 
district. The first was closure of three housing 
projects^ starting about 1958* The second was the 
sale by the government of the Electric Boat Division 
to General Dynamics. The second phase^out is the 
only one treated in this analysis. Prior to the 
sale of the federal activity to General Dynamics, 
the Division had been considered 30 percent private, 
so that the school district received only 70 percent 
of the normally entitled PL 874 funds. 

The Charlestown Ordnance Plant started to phase out 
in 1954, and a federal housing project was phased 
out in 1957, These are treated together in the 
analysis. A rapid rise in total ADA (over 100 per- 
cent in six years) overshadowed other events j such 
as the loss of federal ADA and net entitlement. 
Although local property tax revenue, which accounted 
for about 50 percent of TCE, increased significantly 
after the phase-outs begaUj the relatively greater 
increase in ADA did create a revenue problem, but it 
was not due to the federal phase-^outs, 

Barkley Dam took over a great deal of the best land 
In the area. As a result, population decreased even 
though total ADA remained fairly constant, after an 
initial small decline when construction began to 
phase out. 

74 



LouisiaiUi ^^204; 



In 1957=38, the school district obtainod PL 815 
funds. Also, a local bond Ikbuc? was passecl to con= 
struct new cla&iBrounifci rov tho incroasGd federal 
pupils. Port fjl this money went to build a new 
element iiry achool ^ which wnH about onc^hQl t empty 
when the ioueral pupil h Icrt, 



Louisiana #206: 



Although tliu phuHo-ouL oi Fort Polk did couHe u 
>5irinll drop in tutnl ADA, it would have bcaen much 
fjiure dras t ig i i fguveral iiuw Indus trial plants hod 
not opontKi in the aron at tho Bame time, A probleiii 
of reducing the numbur oi teachers to correspond 
with the decroase In total ADA did not arise, be- 
cauHo many oi tho tQacher^ were wi vg^^ of; the mi 11 = 
tary perBonnol who ie it tho arou. 



Miahigaii 01; 



A goneral economic rQce^^tiion waa a major factor in 
total ADA reduction, ay wolJ as the phose-out oi 
tho iedoj'al houBlng. The decrGascB in ADA were i'ac- 
tors in the incrGased rovGnuG per ADA . 



Mich.i|ran #3; 



A drop in total revcnue/ADA the first year after 
tho phaao-out begon was due to a 9 percent increases 
in total ADA, whereas .^^ate aid, which necounted for 
about 73 percent of revenu*nH , increased only 3 per- 
cent. The decroinse in i'©voiiuo/ADA , therefore, was 
not due to the phase-out, RGassessment s were also 
no t due to phnu q-qu t h , 



iMiiiHlss Ippi ^2; 



The phase-out was caused by the Marluimo Conjnigsiou ' s 
allowing the lease to expire on the Ingles Shipyard, 
a combined Lytton Industries and federal operation. 
Although net ent i tlument dropped, the federal pupils 
remair.ud, PL bl5 funds were uned to constru. a 
large proportion of the .L^chuul facilities. 



Nebraska #17: 



IncreoseH in property tax revenue j which accoiinted 
for about 75 percGnt of total revenue and which re- 
Hulted from forces mainly unrelated to the phaae^outi 
more than offset the decline in net entitlement. 
There were no reasse:isments . 



New Jersey 06: 



Tiie federkiX housing accounted for almost all of the 
3CaJ pupils, and these in turn made up about 45 per- 
cent of the total federal ADA. When the housing 
project wa^ sold, moat of the 3(a) pupils became 
3(b) pupils J and this change minimized the drop In 
federal ADA, Total ADA increased by over 100 per^ 
cant thi'ough the phaae-out period, because of an 
influx of construction workors for a new highway. 
State and property tax revenues each accounted for 



EKLC 
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about 40 percent ol" TCE. A ruduction In each oi" 
theB© per ADA in the lirMt: year alter the start of 
the phase-^out was mainly due Lo the large Increase 
in total ADA, rrom children of the coiiKtruction 
workare , 

North Carolina #502- There was an inBignlXlcant reduction in total ADA 

over a 2-- year period ^ cause J mainly by I lie phase-^ 
out. Although a slight ecjunomic slump In the local 
economy resulted and thui'e were Beveral hundred 
eiiipty hou>yt,*s on the in. rket , total aBsesBsd property 
values increased , State aid^ which accounted for 
about HO percent of TCE, kept rising significantly 
on a per ADA baa is during the phase-out period , 

Ohio 02: Thera was a phaBe=out of a tank automotive instal- 

lation in the late 195Ds, which did not have a 
noticeable effect upon total federal ADA because of 
increasea in other federal ins t all at ions in the 
area, Table 9 analyzes only tho results of the 
phase-out of ftjdural housing in about 1954, With 
the exception of the third year after thu beginning 
of the phase^outj there was a rapid growth in total 
ADA. In the thi> ' yeaTj thtsre was an 11 percent 
drop. The total revenue per ADA dropped in the 
first year after the phase--out started, but this 
drop was mainly due to a decrea^G in the tax rate 
and to an approximate 11 percent increase in total 
ADA. This d©nline in i-evenue was lessened where 
the housing beeanie part of the tax base. Property 
tax revenues accounted for SO to 00 percent of TCE; 
hence the gradual tax i^ate increases after the first 
year and the assessed value increases overshadowed 
any decrease in net entitlement , 

Ohio 09: A general decline in the population of the area led 

to a decreasing total ADA four years after the 
phase-out began , This decline was due mainly to 
the phase-^out of thr housing and the arsenal* Addl- 
ing the federal housing propGrty to the tax base in 
tiie first year of the phase-out helped to rslleve 
the initial f i n a ii c i a 1 impact. 

Ohio #227: Total ADA rose at an annual average rat^ of about 

^6 percGnt throughout the 1950s, which includes the 
phase-out period. Increased state revenue per ADA 
and the increased tax rates were not a response to 
the phase-out but rather to Increased ADA, 



Ohio #601i Total ADA increased at an average annual rate of 

about 4 perc'^nt throughdut the phase-^out pGriod. 
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Local pi'Operty LaK revfinuG, which accuunted for 
obout 80 {jerconL oi total ruvcMiuCj incroased on b 
pQv ADA baiiiH, mainly bocauBu ol' a large rise \ \ 
tax ro Lea but also hogaiiso of a gradually yxpo.ndin^ 
tax base. Part of the Inltor wos causod by Kome of 
the housing entering the lax roliH, 

Thuru wuru Lwo pUahu-oul ptjivHKlHj anv btiginiiiag In 
1952 and one in 1961. On]y I ho iii'st is consldorod 
in Table P. Although tht^ jjhaHe-ouL had n ai^nifi-^ 
c:anL dopryn fi i iifr eCl't^ct on thu local oconomyi total 
ADA IncrGaHcd at an average annual rate o t about 
3 percent with the uKception ni' 1952, when there 
waM a reduction in total ADA oi about 10 percent, 
A nuw economic boom h la rted in 1963 , Sec t ion 3(1) 
lundy were received lor t hu 1961 phase-^ou t , The 
depreBHin^ economic e llec t of; the phase-^ou t do fi- 
nitoly retarded growth in n^^^^os^ud property values, 
and thi^^j along with ijicreuHing ADA, wnB one oC the 
main reasons lor t ho dec I'oaKos in reveiiue per ADA . 

Total ADA continually increased throughout the ptiase= 
out period becau.se the area wan a suburb of Dallas » 
which wa^i economically expanding and which gave new 
f^mpioyment to the iederal workerH laid olf jDecause 
ol the phaHu-out. MoHt of tlie redernlly connectGd 
lamtlieFSj thcrGroro, did not hnvo to move. The 
bulidup (in yearH prior to the phase-out) of sub- 
stantial cash re?5DrvGS perniitted the school district 
to continuQ the cducat :v>nal pr gr'ama substantially 
unaltered^ even though i hci*c as a amall Iobh oI 
net entitlement / 

Although there were Higniiicant layoriri by General 
Dynamics , the total ADA i ncruasod h lowly Irom 1959 
through 190*1 , This i nerease was due mainly to the 
i a c t that the if e n c ? r i\ 1 Fo r t Wo r t h a i' o a was e k p a n ding 
G c Q n o m i c a 1 1 y a n d o I £ urod a d c q u a to e in p 1 o y in e n t o p p o ^ 
tnnit ies , 

Gary Air Force BaHe was phased out in early 1957, 
At the same timOj the Air Torco awarded a contract 
to the lirm ol Graham arui ' Sons to operate a 1 orgo 
f 1 i g ii t c 1 1 o < J 1 . This c o in p a n y a b s o r bed a g i' o a t rn a n y 
of tiie civilinnft^ laid ori at the LiaHt^; This flight 
school WOK terminatod in 1959, 

The Lormi.uation oi:. the faderai Qight ti'aining 
activity coiu^espondod with good rains ^ bringing in= 
creaKcd farm employmGnt , Therefore , most people 
remained^ and total ADA loll only very Hlightly. 
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Washington #1: Thorc wan no t'eductiofi o! an installation as sucEi 

rather. Boo inn bought the federal propui^ties that 
it wa^ operating, eliminating the eligibility for 
PL 871 payments, 
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A])p Dncii X B 



METHOD OF DATA COLLECTION AND ANALYSIS 



noiieral Hoqui roiiiQii L h 

Data hufj tc? bo ntlinroti an Lwo huIh of sschoDl riiHtrict. b in oi-cler to 
flcrivc conclusion's to tho Lictiuil impact or phaHe=<.>\i lb : ono was a sot 
of" [ill Bchool cilRti'lcts potenlinlLy arfoctofi by phaHo-oiiLs over the past 
10 to 15 yearns; the second wan a set of dlatrlcts most likoly to have had 
financial probloms rcssulllng from tho phasG-^outs, either because of the 
rolalivoly largo federal involvement oi' because of the magnitude of the 
phaBG=c)ut. The second Ib a Hub-noL of the flrKlj aR doHcribed below, 



Installations ^jiascKi Out and Connected School District Data 

We examined approNlmately IjDOO installations that have had phase- 
outs Hince 1950 J and selected 100 as probably having had the greatest 
impact upon connected school diHtrlct^t because of their relative ly large 
Hixc and degree of phase^out. Of the oiiginal 1,000 installations, knowl^^ 
otige of the phase-outH of about: 850 came frorn lists obtained from the 
Department of Defen^^e; theKe covered the period 1957 through 1964. The 
remainder came from both the files and the personal knowledge of StanIo>rd 
Research Institute and tJie Property Sec?t;iDni SAFA ^ Department of Educa- 
tion. For each of the 190 Iuh tnl la t i ^>na , tlie Property Card, OE 4185 
(5-63), was pullo^l from the filoH of the Property Soctaon of SAFA , and 
a list was made of the SAFA prrjject numbci'S of the Hchaql districts that 
claimed against the Inst^ilation in tlie year Just prior to the commencG- 
mani uH tlie phase-out. The nuinber of school districts claiming against 
a federal installuiion varied from I. to over lOf), For installations with 
fewei' than 20 districts claimiui^, all the school district project numbers 
wore rccordGd. Where there wore 20 or iiioro districts claiming:, the num- 
ber of districts was^sampiocl so ihat a miniinum of 10 districts would be 
noted for eacJi 1 n s ta It a t ion . 

Tho method of samplintr wa^ as follows: if there were about 20 tlis- 
tricts cLaimlng In the sample year, every second district was recoi'ded; 
if thore were about 30 districts clniniing, every third district was 
recorded; and so on. In this manner, 972 districts in 45 states were 
recorded. For about 25 of the 190 sample installations, no property cu:rds 
were found; thia indicated ^that no PL 874 ctaims had ever been made against 
these installatlonH. For euch ol the 972 districts, the fc^Uowlng data 
v,ore obtained. 
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1, From Data HheeLs in the Proporty Section of SAFA^ the names of 
ihc insLal. 1 Qtians clairiiing PL 874 .funds, and the:? number of 3Ca) 
and 3(b) .siucitunls clainiyd by each inHtallation for Uio fiscal 
years 1962 throiiffh 1965, Data prior to 1962 wore not readily 
availcibl© , 

2, Prom Pinanclul and SlallHlical Record Cards, OE 4117 (7-64), in 
the FinancG and Control Sue lion of SAFA: for all available 
yeRvs , 3 (a) ADA , 3 (b) ADA , total ADA , ne L en 1 1 tlemen t , loca] 
con t ri bu t i on ra le , and total curren t expend! lures . 

In foriiia lion froni tliG Data Sheets was hand-p roceBsed and ]jut into 
hi.y tog'rains for use in Chapter IV, but data, on an annual ba.sis, from the 
Financial and Htatj-^tlcal Rccnt^d Cards were key-punched onto IBM cardg 
for computer processing. The results n-^ the computer pro^i am wero dis-= 
caisBed in CliaiitGr IV. 

DotailGd Analysis oi District gub-Sets 

More detailed data from ub-sot of the districtB were ga .ered in 
order to analyse the financial problems in more depth. One hundred and 
si>^ district.^ re selected; these tiad the highest potential Impact from 
phase-outs, based upon the degree of Cederal involvonient and the magni- 
tude of the phagc-outs. These 1Q6 districts were contacted by telephone 
to determine the availability of data and vyilllngness to cooperate. Of 
the 100 dlstrlcUH^ BO indicatQd that the inforniation was available and 
that they would be willing to furnish it, A data questionnaire v;as there- 
fore sent by moil to each of these 80 districts. In order to assure 
receipt of the quantitative data requested by mail, to gather related non^ 
school-district data, and to obtain certain qualitative information^ 40 
of the 80 diKLric'ts wure visited by representatives of SRI, Those 40 were 
selected because Uioy jjrobably Iiad the largest impact fi^om phiise-outs, 
and because they were reprGsentative of all the pertinent parameters: 
the various nizes, small to lai^ge, of school districts; the various types 
of federal installations phased out; the various economic structures and 
growih levels of the areas; the durations ^ short to longp of phase=outs; 
reductions and no reductions in total ADA; the various regions of the 
United rotates; and the states with different types of state aid calcula- 
tion methods, 

Soinplq Selec i ion uf Districtsfor Mail Questionnaires . 

The ADA data collected for eacli of the 972 school districts were 
analyzed j and the dis'^ . ts were cUissifled as follows: 

1. Declines ir^ federal 3 (a) students only, 3(b) students only, both 
3 (a) and 3Cb) students, and no declines In either 3 (a) o*' 3(b) 
students , 



ERIC 
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Duc'llnG and nc3 doc Line in Intul ADA 



3. The licrconta^e of iGdoral to total ADA in the year just prior 
[o the QoniniQncuiiien t oT the phaBe-^oul: 1 to 5 percent; 6 to 
1 5 ])orc;en t ; and 1 U perc^en I and over . 

i. The longlh of the phase^oiil : 1 to 2 years; 3 5 yea^^^= nnd 
6 yearB and over , 

5 . Thu percjon tngc clour on ho in rGciCM/al AIJA over t he onti ro span of 
Iho phaMo-cnitr 1 to 9; 10 to 2-1; 25 to IfJ ; d 50 and greater. 

TiiG proccciiirG Gmpl.f5yqd In ^selecting, for analyses in depth, the 
dlHliMcts nioHt likely In hnvv expe r i en (/fKi heavy hnpactH Trom ]}hase=oulB 
iH deseribud bt^low. In 250 oi the 972 din trie ts, no declines in either 
federal 3(a) or 3(b) student^- were f cjund , reducing tn 722 Uie total sam-^ 
]d1q of diriiric't.s that probably luid Bome impact duo to plmse^outs. Of 
Ihej 722 districtH, 179 were eliminated ror one or tho following reasons: 
(1) the percenlaL^e of fRderal to total ADA prior to phase-out was less 
than 6 pGrcent , (2) the percentage of fedorai lu total ADA was between 
G and 15 percent, and the percentage decrease in federal ADA was less 
than 25 percent; or, (3) the iiercentago of federal In total ADA was 
It) percent to 100 percent, and the percentage dGcrc in federal ADA 
was lesB than 10 i)Orcont. Of tho reniainiiig 543 districts, 123 had d©^ 
dines in botii iuderal AUA and total ADA, while 420 had no declines in 
total ADA. 

A I'andniii saniple of one in two was selected rroni ihe gi'oup with de- 
clines in both federal and total ADA, and one In three was selected from 
the group with declines l^i federal ADA only. All of the data gathered 
froni SAFA for tlie resulting sample of 207 districts were then serutini^^ed 
by hand on a dis tr i c t -by-diK t ric t basis in selecting a final sample to 
be contacted by telO]}hone. Of the 207 di.strlcts, 101 were e]lminated for 
two main reasons: (1) many districts had been misclassif fed because 
missing data had been treated originally as though the entries were zero; 
and (2) all district: with total ADAs o t less than 300 were excluded, 
on the belief that such sniall districts have special problems because of 
their size, and sufficiently different revenue/ADA and eKpendi ture/ADA 
jjatterns from larger districts to make it feasiiile to merKe i hum with 
the other districts for analysis. Thoi^e wg]^g two ochei' reaBons for elimi- 
nating some of tiic 101 districis: (1) districts wore excluded where the 
data showGcl that th.n phase=out had not begun until 1963 or 19C34, which 
was too late ^nv meaningrul analysis of siilisequcnt data; and (2) districts 
were excluded that excesHively duplicated otiiers in terms of size of 
school district, type of installatinn phased out, magnitude of phase=out, 
and proportion of federal ADA to total ADA. 

The 106 districts that were contacted by telepliDne rGpresented var- 
ious sizes of school district and various proportions of federal ADA to 
total ADA, as shown in Table B^l,^;: The majority represent districts that 
had ADAS of 1,000 to 10,000, and declines in federal ADA from 10 percent 
to 50 percent . 
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Table B-1 



DISTRIBUTION OF SAiMPLE DISTRICTS CONTACTED BY TEl^EPUONE 



P rnjiort Ipn of Focleral 
ADA to Total ADA"^' 



AM' 



10- 

1 d% 



20 ^ 
49% 



50- 
100% 



Total 
Diat ri ct 



300-499 


0 


1 


3 


2 


6 


1300-999 


0 


5 


6 


0 


11 


1 ,000-1 ,999 


0 


8 


1 1 


5 


24 


2 ,000-4 , 999 


1 


4 


17 


8 


30 


5,000-0,999 


0 


7 


16 


4 


27 


10,000 k over 


1 


2 






8 


Total tliHtricts 


2 


2? 


55 


22 


lOG 



* In llie year just prior lo ihQ start ol the phaBG-Dut , 
Knurcc : Stanford Rosearch InstltutD. 



M e t ho cl o I D a t: a Co 1 1 e c I i, o n 



Ab was mentionod Gnrlier, laore dotalled data than weit^ obta^aed fro 
SAVA were ^aLherc^d inr cerlain Hchnnl diHtricts by tolephcTnu, by mail 
qiiestdonna vc ^ Iroin LJ,S. eon^us Htatistics^ fi'om staL© ofrices of cduca- 
lion, and by perBonal visits^. A general desc'riptloii of the district 
Baiiiplo utilised and the data obtaiiied is ^Iven below. 



Telephane Con tact . The chool district super i u tenden t , assistant ' 
Hupurin tondent , or business manager of the 106 sample districts, SGlecled 
as described in the ])rovious subjection, wei-o contactgd by telephone. To 
the extent possible, the following information was obtained: 

1. General availability of financial data 

2, Willingness and ability to furnish r-equired data within a reason- 
abl© length of tlr 

3, Orad jevol;: covci^ed by the distinct 

4. Gonoral doscriptlon of the federal installation that was phased • 
out, and of other federal installations in the area 
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5. General cieHcription oi' the jDroblc?ms created for the district by 
phaHe^outs and their cluration 

0. Names atul addresHes of £ilternative sources of data 



Mail Qiio^ lionnnir^B . Ay a roBul I ul the tolephgne contacti^j 26 out 
ol the totai (it 106 districts wero elimin_nted from the sample, mainly 
becauBu oT lack of data or apparant unwil 1 ingn©HS4 to rurnish data. The 
roniaininw: HO dlBtricIs, in stateSj were sent questionnaires request- 
,ng data over a time period extending from two years before the start of 
the phase-out to the pi^osent time, Tho quos tionnai re requested da i a on 
the foL lowing : 

1. ADA, Including federal 

2. Revenue by inajor source, current expenses of education, and 
debt HervicG payments 

3= Various tax rate and assessed value data (most svere obtainod 

directly from the school districts ^ but in some cases the county 
as5^Qssors were contacted by mail) 

'1, Data that were supposed to have been obtained over the telephone 
but were not 



Of he SO di.strlGts sent questionnai i-es , data were received from 
60^--either by mail or during field visits by the SRI representatives. 
Of the 60, 45 submitted data sufficiently complete (missing data could 
not be obtained by SRI from other sources) to be included in the tinal 
sample UBud in the analysis in Chapter V. The Lack of response does not 
seem to have crea l ed . si gnl f i can t bias, as indicated by the fact that the 
distributions of the 45 districts with regard to size and proportion of 
federal ADA were not si otI f lean tly di if ©rent from the distributior for 
the iOG districts. See Table 

Census Statistics . Statistics on the communities encompassing the 
school districts were obtained from ttie 1950 and 1960 U,S, Census publi- 
cationH f'oncernlng^ i^opulationj employment and unemployment, total hous- 
ing units, both oceupied and unoccupiedj and business establishments by 
tyjDO . Generarjyj census data were used foi' school districts tjotermlnous 
with census areas, 



State Aid Prograni Data. Because of the importance of revenues from 
state educational aid programs, data' were requested from the departments 
of education in the 27 states represented in the sample of school dis- 
tricts that were sent mail quest lonnai res , These data concerned the var- 
iqus state aid programs, formulas for calculating state payments under 
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Table B-2 



DISTRIBOTION 


OP SAIVIPLE 


DISTRICTS ANALYZED 'IN 


DEPTH 




Prop or 


t i 0 1 1 o ^ 


TT P H f3 r"» a 1 










to Tot a 


1 ADA* 










10- 


20- 


50- 


Total 


ADA^ 


5-9% ^ 






J, UU /□ 


Di s trie 


300-499 


0 


n 


0 


1 


1 




fM t 


(0) 


(1) 


<:i) 




500-999 


.) 


1 


4 


0 


5 






(2) 


C3) 


CO) 


Co) 


1 ,000-1 ,999 


0 


2 


6 


1 


9 






(3) 


C5) 


C2) 


Ciu; 


2,000-^4,999 


0 


4 


8 


5 


17 




(0) 


(2) 


(7) 


(4) 


(13) 


5,000-^9,999 


0 


2 


9 


0 


11 




(0) 


m 


(7) 


C2) 


(12) 


10,000 & over 


0 


1 


0 


1 


2 




(0) 


(1) 


(1) 


(1) 


(3) 


Total clistricts 


0 


10 


27 


8 


45 




CO) 


(11) 


(24) 


(10) 





* In the year just prior to tha start of tl. phase-out. 

t ( ) expocted values based on percentage distribution in Table B=l 



the various programs, changes in these formulas since the start of the 
applicable phase-outs, and th© actual state payments to the respective 
school disti^icts included in the sampl©. 



Field Visits by SRI Reprasentatlves , Of the 80 school districts 
sent mail questionnairyi. , 40 were visited by SRI representatives,, not 
only to facilitate receipt of the data requested by mail but also to 
obtain ^further quantitative and qualitative infoi'matlon, A detailed 
quostionnaire was developed and used in the interviews maiiily with th© 
school district superintendent, county assessor, state employment office 
director covering the area, and personnel officer of the federal instal- 
lation phased out. The questionnaire was divided into five main parts- 

er|c 



(1) family and dmployment inrormation on pei'Kunnel eliminated by 1065 
because ol' tlie pha8e-DU*: (2) general ucMnrnun i. L.y. in roi^niriLion Huch as popii= 
Intion, uneinployiTien t I'ates, and genoi;al euononilt' c-lu\ rau lo ri st 1 cb ; (3) in^ 
rormaLlon oljoiit' Ukj instal latinn phosod auL ; (1) propujM ; rih^h;ogBT]iunl. 
and tax rate inroi'ma tion ; and (5) school district financial and npei-a- 
1 3 anal inrormation. Of ttie 40 .'School dlstrictB viHitedj 3f3 were Included 
in the final Bainple ol 45 anaiy^od in Chapter V, Or iHg four noL included 
in the s amp 1 e j on e sent i n s u f f i c i en 1 d a t a , one g n t no d a t a , a n d t wt > w e vq 
treated ae special oasea, 

Method of Data AnalyHiH 

Quantitative financial and ADA data for the 45 school districts 
includt-d in the final sample of districts analyzed In Chapter V were put 
on I BM cards and r :i n t © d ou t b y a c o rn p u t e r in the f o r ni s ho wn. i a Table 3 , 
The form permitted analysis of the financial changes that occurred ^ and 
til© reasons for theni. Data inputs began two years prioi' to the start of 
the major portion of the phase-out and went through 1965^ where data per- 
initterL The type of financial and ADA data inc!luduU is described in the 
footnotes to Table B-3 . The results of the analyses of the data for each 
of the 45 school districts i^ illustrated in Table , These results, 
logethur with the analyses of tfi© other data foi' each district obtained 
by telephone j mail and field trip qiies tionnaj res ^ were evaluated^ and 
the overall results were sunimariEed In Table 9 in Chapter V. The method 
of quantifying the various types of data is described in the notes to 
Table 9 in Chapter V. 
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Table D-3 



SAMPLE OF COMPUTER OUTPUT 
ANALYglNG INDIVIDUAL SCHOOL DISTRICT DATA 



State 48, District 44 



19 51 



1952 



1953 



******* 

l**************#*^g3}^*Me* 

2* *****MsMe?f?****5f^ ******* 
3^^* *******?!? *** ***^%*5jC 

4********************* 

55|d ijg ^ ^ 5^ ^ j|e Ms 5^ 5if * * * * ^ 

6***************^5jfi**** 
7*****S|f**3|ej^jj^3»,jj,3t,^j^j^5^,^5^^ 

g*5|C***5p5igr.S^SjEi^e5ftSf63^3^^S^E*HfSfS# 
g******5i^**|f,^:5^5#**j|r*5|?5^j^jf. 

1 0* ******************** 
12********************* 

13****5f£****H^5^sj?^^j<^i|E^5jJ^jifSj,j|g 
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n ^ fotal ADA 

1 - of federal ADA to 

total ADA 

2 - 7c of net ehtltl©nient 

to TCE . 

3 ^ % of state re vg nue to TCE 1 3 
3a - % of local profierty 14 

tax revenue to TCE 15 

4 total re venue divided 16 
by nonfederal ADA 17 
times LCR 18 

5 to 18 indeK numbers 

5 fCB divid'ed by ADA 

6 - TCE/AOA divided by 

sta.te average TCE/ADA 

Sourcer Stanford Research Instltiit©, 



- strte revenue/ADA 

- local property tax rev©nue/ADA 

- assessed property value/ADA 
tax rate for school purposes 

- total locol rcv<?nue/ADA 

- federa^ :. m v'Mem©nt/ADA 

- LCR 

^ federal . , 

- total ravunixr ^i\DA 

- federal 3(a) plus | of 3(b) ADA 
total ADA 

- debt s©rvice/ADA 
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Appendix C 



CASE STUDY OF A RECENT MRGE MILITARY PHASE=OUT| SALINA, KANSAS* 
AND FINANCIAL PROBLEM CRF^\TION FOR THE SCHOOL DISTRICT 



Introduction 

Snlina, Kansas, with a ■popuUition of about ^IDjOOOj Iuih luid a moderuic 
level ol economic acLivity, The town is located immediately northeast oi 
Schilling Air Forca Base, Thu base is outside the scliool district, and 
there are no other largo iederal installations. From 1952 through 1964 ^ 
the air rorce base housed two wings of the Strategic Air Command, requir- 
ing a base stall ol 0,300 to 7.000 officers, airmeMi, and civilians. About 
92 percGnt were in the military and the pei'manent civil service. Children 
of base personnel constituted about 30 percent of the total enrollnent in 
Salina sch.ools at the beginning of the 1964-65 school year. 

In November of 1964, notice was received by Schilling Air Force Base 
that it would be subs cant ially phased out within a period of about seven 
monthly, starting in about two monthi , The rnajor transfers of base per^ 
sonnel took place between January and May 1965. By October 1965, the 
base staff had been reduced to a total of 612 (28 officers, 476 enlisted 
men, and 108 civilians) , with plans calling lor reduction to a staff of 
365 by December 19S5 and xero by Saptember 19G6. 

There are 735 Capehart housing units in the air I'oruo baHO, and in 
addition to the 151 AFB families occupying these units in October 1065, 
a total ol 55 wives of overseas servicement had been assigned to the units, 
LOgether with their children. In previous years, the base units have been 
fuJly occupied. The total number of military and civilian AFB personnel 
living in Salina was estimated to be about 300 in October 1965 j coniparod 
with. about 2^400 n year earlier, and at least that number for several 
precuding years , 

Effect of Phase-out 

The effect of the sudden decli.ie in Schilling AFB personnel on the 
Salina public schools has been analyzed by first taking trends during 



* The Salina Board of Education was also the subject of a previous case 
study of the operation of Public Laws 874 and 815, See Entitlementj 
for Federa ' y Affected School Districts under Public Laws 874 and 815 , 
•Stanford Research Instituta (for th© U.S. Office of Education) , May 
1965, 
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ihu ri-year porlod FY 59 tinjough FY 64 as u base, nnd projecting the FY 66 
school a ttenclanco and financial data that could have been expected if 
these trends had cbnt inueri--tha is, if Schilling AFB had continued in 
oporation. (FY 65, tho year of transition, wns ignored because it would 
not be repreientfei tive of Gither the bef ore=closure or the al ter-closure 
HiiuutionJ Sfilina schuol enrollmont figuroM foi^ the i'all of 1965* wore 
next converted to estimated ADA for FY 6S based on the average ratio of 
ADA to fall enrollment over the past few years (about ().9()). FlnLilly, 
the prostinl gstimatos of school financial data for FY 66 were obtained 
from the Ssilina Board of Educntionj ond these ADA figures and J'ini cial 
data wore compared with the ADA and financial projections from the FY 59- 
6^1 trends. Tills comparison Ik sfiown in the first seven columns of Ta- 
ble C-1 , while column B sfiows percentage changes of FY 66 data compared 
with FY 64 data. Comments on Table C-l follow. 

r torn 1 ' ADA It is si^nifiGant that^ while Total FY 66 ADA (line le) 
is only 73.1 percent of what would have been predicted based on tlie FY 59- 
64 trend, the ADA figure for nonfedenilly connected children (line le) is 
102,1 pGrcent of the predicted level. This indicaces that tfie effect of 
the pha£^e-out on school attendance waa probably entirely confined to the 
children of base personnel. 

The 2,1 percent excess of nonfederally connected ADA over that pre- 
dicted on the basis of the FY 59-64 trend amounts to an ADA of 140 ^ which 
is equivalent to September enrollment of 156. While this excess may be 
due in part to unknown rtLiasonSj it Is possible to identtly at least the 
following three contributing causes: 

1. The unificatian of the Salina school district in the spring of 
1965 brought In about 80 schoolchllriren from former outlying 
rural school districts. 

2. There have been reports^ of a numBer of sales organiaa tions moving' 
representatives to Salina, and manufacturing plants being planned 
or ijiitiated in the area, in tlie wake of the closihg of Schilling 
AFB. 

3. There was undoubtedly some transfer of children from federally 
connected to nonfederally connected status when the Job of a 
child's parent was eliminated at the AFB, but the parent stayed 

un in Salina. In the fall of 1964, there were 304 school children 
of approximately 340 Salina civilian base employees, and by the. 
fall of 1965, the nimiber of Salina civilian base employees had 



* Total school enrollment was based on the annual September 15 count; 
3(a) enrollment was supplied by Schilling AFB . and 3(b) enrollinGnt 
was estimated at 250 children, from the 300 houHeholds of AFB per- 
sonnel estimated to be living in Salina, 



ERIC 




^ «3 i 



I- 



5 



i 




ERIC 



89 



fallen lo .-ibouL 90, a reduction oJ about 7-1 porcL^nt. If q pro- 
portional number of chilclron .^hiJted from nonredoraUy conncctad 
Lo Icdoffllly connoatcni HtntuB, this number could thorofore bc5 Jis 
high as 0,7.4 X MQ , or 2U5 cluidrcn, equivalent to an ADA ol 
Qbout 200. (The atjtutil number could be conii idernbly less than 
200, boaauap or doptirture or triinsfer of formor civiUon basD 
IJerKonnc'l, but no dotn ava avnilnblo on this .subject, ) 

Uom 2 = AHi^uHMud VuUiacion . Thcj incronso in toLui osseaHnd valua- 
tion (line 2a) was practiaaliy identieul wiLh what wo,-^ predicted on the 
baslH or FY 59-0-1 lr..ndB"OctuaUy, 100,1 percent ol Lhe prodicted valuo 
Hc.wovGr, oxpunsion ol Hchool district boundnrios becnuac of the 1965 uni- 
ncation brought in ovor $3 million ol' new assesaed valuation to the 
school district, or about 5 peruont ol' total FY GO nssossod vuluatioii 
Thercrore. the FY 66 ussessed valuaiion within the FY 64 boundnrios nl 
the SuUaa jJoard ol Education wuh some 5 porcont less than the predicted 
vtiluo. This is a signilicant reduction coinparGd with the predicted as- 
. Hossed valuaiion growth ol about 3,8 porcont per year, or 7.7 percent lor 
the two-yoar iJufiod FY 64-66. 

While FY 66 assessed vaiuatlon was determined as of January 1. 1965. 
only six weeks after the announcement of the phase-out, it is possible 
that Homo property assessments were affected advorsely, becausG a largo 
number of homos came on the market suddonly at reduced prices (mostly 
without buyora) . Annthor probable cause contributing to the loss-than- 
oxpectcd level of FY 66 OHsessed valuation was the sharp decline in Salina 
resiUGntial construction during 1963 and 1964— the apparent effect of 
housing supply catching up with housing demond (only 146 building permits 
wore issued in 1903, and 93 in 1964, compared with an nvorago of 398 per 
year for the preceding 9-yoar period) . 

The FY' 66 n.ssessod valuation per ADA' (line 2b) is $8,758, or 
136.8 percent of the .$6,402 that would have been prodicted on 'the bf:..-is 
or the FY 59-64 trend of 0,9 percent per year, This type of increase 
wan Lo be expcctod, and illustrates the uffoct of removing federolly 
connected children without a praportlunal reduction in assessod valuo- 
tion. Thiy 36. B percent increase ol assessed valuation per ADA ovor the 
predicted value would, oi course . enable the school district to raise 
36.8 percent more taxes per child at the same property tax rate. 



Item 3 - Curr ent Expense of Education . Whilo the total current 
expensQ of education for FY 66 (line 3a) is only 78.6 percent of pre- 
dictod TCE, the TCE per ADA (line, 3b) was 107.3 percent of the value 
predicted on the basis of an average 6.3 percent annual increasa from 
FY 59 to FY 64. This is a .gignlflcant excess— $478 instead of the pre- 
dicted .$445. The excess of TCE/ADA ovei' its predicted value is probably' 
duo to the inability of the school district to reduce operating costs 
proportionately to the reduction of students. See Item 4 on next page. 
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I tom 4 - Toachers > TrendH lor PY 50-64 havo not: hucn cumpuLed for 
tcachorR because l:he coniinulng declina in tlio ADA/teachGr ratio that 
took place? rroin FY 59 to FY 64 wouid invaliduie u simple Lrcnd lino for 
the total nuinbor al tGochcri. Howovor, it is evident trcim column 8 cd; 
Table C-1 that tho 3,1 pGrconl; doclinG in teachors from FY 64 ta FY 66 
is much loss thon the 19.9 porccnt drop in total ADA, Higniiicantly , 
the omploymont o! personnel other than teachors (caus tod ions , principals , 
clerical and administrative stall, etc.) han shown a slight IncrGaHe be^ 
twc^c^n FY 64 and FY 66, iroiu 12i lo 125; total cMiiploymontj tlioreforD, 
d VD \) |3 e d t r nni 512 io 5 0 5 , a r o d u c t i on a i o n 1 y 1.4 p o r c a n t . T li c rise i n 
TCE/ADA can Lhoreloro be tracQd dirocLly to tho inability ot the HChool 
disLrict Lo make ruductionH in Btaii proijor t iunu 1 to tho loss ol ^tudontj^. 
Tho maintenanco of tho sumo size nchool plajit, tho ^amo numbors of clansoH 
i n m a n y s c li oo 1 h ^ with on 1 y h 1 i g h i 1 os a c s o f b t u don t h = t h o bg a c t i on ^ a n d 
Himilar ones prcventod a Hhar]) drop in tho school stair, 

To illuBtrato these lactB Irom the FY 66 sohool budget; total Koia^ 
rios arc presently budgeted at $2,808^000, witii .social security pa^inonta 
ndding $190*000; if a total porsonnel reduction of 19.9 percent had been 
efiected instead ol the actual reduction ol only 1.4 percent and salaries 
had declinod proportionately, a further decrease of about $560,000 would 
have been realized in the current expense ol education. This reduction 
would change the TCE for FY 66 (line 3a) from $3,546,000 to $2,986,000, 
and TCE/ADA (lino 3b) from $47B to $403 ^ or only 90.5 percent rather than 
107.5 percent of its predicted value. 



Salina School Revenues 

Comparison of Siilina school revenues between FY 64 and FY 66 is com-- 
plicatcd by initiation ul a new Kansas ^tate sciiool foundation program in 
FY -66 that greatly InGreases the proportion of s ta te^ to-local school funda 
The effect In Salina, for example , has been a reduction of the general 
lund school tax from 21.16 to 7. 28 mills (of which 2 mills are for the 
new technical school and therefore are not applicable to Salina public 
school purposes) i Other types of school tax rates (including the county^ 
wide school tax rate) have also been affected by the new state aid legls^ 
lation, so that the total local school tax levy has dropped from 38 , 26 mil Is 
in FY 04 to 30,40 mills in FY 66, 

BecausG of the foregoing changps, an "equivalent general fund and 
county-wide school tax rate" was computed for the Salina schools for FY 66 
that would have raised the following tax levies: 

1. The same percentage of current expense of education (45=8 per- 
cent) that would be raised by the FY 64 generQl fund and coiuity- 
wlde school tax levy of 27,55 mills, or $1,623,000, p^lus . 

2= The anticipated reciuction of $403,000 in P.L, 874 entitlements 
between FY 64 and FY 66 (from $553,000 to $150,000) . 
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Tluj LuUil ui; Lh© abovo two amounts is $2,026,000, whiah would have 
roquifod a lax rate of 31.20 mills bnKed on the FV 66 assessecl ©vnluation 
of $64.9 mllltnn. This rate is 113 pGrcent: oi: the FY 6d rate, and is 
iOB percent oX the 29.00 mill rute that would have boGn predicted baBed 
f)ii the 2.6 pGrcent annuul Inarease in tho total local school tax rale 
bolwoon FY 59 and FY 64, The tax incroaMe WQUld thorQiore be Inrgor than 
GXpQcLed by 2.20 mills. 

Had the Bchoal budget been reduced by $560,000 through the propor- 
linnol rcHiuutlan in Hahnn] stall thai wan di^cuHSud uurlier, the ^'equiva- 
lont gonui'al fund end county-wido school tax rate?" could have been rcducQd 
by 3.95 mi 11^ to ^7.25 millH, ci riguro that ih only 94 porcenL of the pre- 
dicted value of 29. UU miliH. Thus it can be said thot tho iniibility of 
tho Hchool dlHtrict in reduco stnil proportionaiuly would have been a 
causo of hi^hor-than-expGcied local Hchool taxes, in the absonce of the 
uhnnge in the Kansas Btate aid program. 



Qualitativo ObBGrvatlons on tiie Transitio n 

Salina HchuQl olflciala have reportod sevarG difficulties in planning 
for future school attendance, in part because of lack of advance and ac= 
curato information about Department of DGfense plans for Schilling AFB , 
and in part because of a lacK of knowledge of the= effect of tho phase-out 
on nonfedorally connected school at tendance. The lack of information on 
planH for Schilling AFB appears to be continuing. For example, ths Salinn 
Journal han recently reported that the Departmont of Defense planH t^^^ 
make incruasod use of the base housing unitg for wives and children of 
military personnel who have been assigned overseos without their families; 
hence, the need for education of federally connected children may continue 
or even increase in Salinn in the near future instead of declining. How- 
ever, the school diatrict has not yet been notified (as of about Novem-- 
ber 1, 1965) of future plans for the base housing units. 

The luck of; knowledge by school district officials of the wider 
effects of phase-out that could be anticipated on the Salina community 
perhaps argues for some Bort of manual or handbook giving year-by-year 
case histories of other phase=outs, to facilitate local planning for 
future phase-outs. In Salina's case, a significant influx of business and 
industry appears to be taking place, stimulated in part by local and fed- 
eral efforts to intercut newcomers, and in part simply by the departure 
of the Air Force, which caused a much readier availability of reasonably 
priced housing and a freedom from what some enterprises consider an un- 
desirable proximity to a large military base. Other aspects of the Salina 
transition, such as th© efforts of the Federal Housing Administration to 
prevent the numerous houses vacated by military personnel from depressing 
prices too severely, could not be studied within the scope of this project 
but would doubtless be of interest from the broader viewpoint of community 
planning for the transition period,' 
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